


“OPCUTAOR 


Life Insurance In Action 





“and they lived 


SECURITY 


Security Mutual 
ce ance 


JANUARY, 





GERIATRICS: HELPING OLDER PEOPLE ENJOY LIFE LONGER 





More “Happy New Years” for 


If you are 40 today, you can rea- 
sonably expect to welcome, at the 
very least, thirty more New Years. 
And all can be years of pleasure and 
accomplishment, free of many “old 
age”’ discomforts and handicaps. 

True, disease may still strike, but 
the dread once attached to such names 
as “heart trouble”’ or “‘diabetes”’ is a 
thing of the past. 

Perhaps the year’s end is a good 
time to point to today’s more hope- 
ful life outlook— brought about largely 
by geriatrics, the science of helping 
older people enjoy life longer. 

Tuberculosis now kills than 
half as many Americans as it did after 
the last war. Pneumonia, fatal in one 
out of four cases 25 years ago, now 
claims only one out of ten. Diabetes, 
which before 1921 meant almost cer- 
tain death within a year, has met its 
match in insulin. 


less 


Many infectious diseases are yield- 
the well-named “miracle 


ing to 


drugs.”” New glandular products are 


helping correct many deficiencies of 


middle age, and science is fast finding 
the key to the virus diseases. Even 
heart disease, the greatest killer, can 
be both prevented and arrested. 

Cancer and the mental diseases are 
still a challenge, but far more re- 
coveries are being reported than is 
commonly supposed. 

To speed the good work, American 
life insurance companies—including 
NWNL—are jointly sponsoring exten- 
sive medical research. As more minds 
are applied to the problem, the day 
will come sooner when good health 
throughout a full lifetime becomes 
everyone’s birthright. 


NORTHWESTERN Wational LiFe 


INSURANCE 


O. J. Arnold, President 


people past 40_ 


Financial health, through adequate 
savings and life insurance, is no less 
vital to a serene and happy existence. 
Fortunately, 73 million Americans 
now own over 170 billions of life in- 
surance. NWNL’s own growing family 
of policyholders sharply increased 
their protection in 1946, to more than 
$680,000,000. Assets back of their 
policies rose to $140,000,000, and 
surplus funds reached a new high of 
$10,500,000. 
62nd ANNUAL STATEMENT: 
For years NY NL’s has been the first life 
insurance statement published in the new 
year. As usual the complete statement, as of 
December 31, was mailed on New Year's 
Day. Copies on request. 
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Minneapolis 4, Minn, 


(This is a reproduction of NY NL’s current national advertisement.) 
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training under my arm, I encouraged myself to 
search for the truth in all matters by the process 
of experimentation and verification. The engineering 
laboratory conditions one to do the experimental work 
and to make each assumption prove itself. This 
methodology is generally referred to as the scientific 
approach to problems. Truth stands up so robustly 
under careful and meticulous examination that it 
never fears investigation. Oliver Wendell Holmes 
once remarked “You needn’t fear to handle the truth 
roughly—she’s no invalid.” 

So when I emerged from Columbia as a young 
engineer I began applying critical methods to things 
that were previously assumed to be true and im- 
mediately I noticed the large degree of error in my 
earlier assumptions concerning life. Everything that 
glittered was not gold. The exception never proved 
the rule but only provoked attention to it because of 
its opposition. 

To know more was not necessarily to gain greater 
happiness. Gradually I was discovering that much of 
my earlier thinking had been sweetened by environ- 

mental influences where unpleasant truths were 
tabooed. And so it is that we grow into life, fearing 
to face a brutal truth when confronting it. We re- 
1at€ Bquire shock absorbers to take us over the bumps of 
less Hiife caused by unpleasant and unwelcome facts. 
nce. § I was dining one evening with a very attractive 
anS Byoung lady, who ordered coffee-at the end of our 

- Fevening meal. I did likewise and never shall I for- 
nily Feet her amusement watching me mix so much cream 
sed Band sugar with my coffee. She drank hers straight. 
aN BBlack and no sugar. I was properly informed that I 
lel! Bwas not a coffee drinker. Furthermore, that I didn’t 
ind know a good cup of coffee when I tasted it because 
| of Hof the intense adulteration caused by sugar and cream. 
Spurred on by the attractiveness of my guest, the 
|'T: Enext time we dined I refused cream and sugar when 
life Goffered to me. I had by that time conditioned my 
new Blaste glands to take it black and unsweetened. It was 
sof @not pleasant or very easy to accomplish at first but 
W's gradually I became a real coffee drinker and have 
been ever since. And so it is much along the same 
line with life. We sweeten up our thinking with 
things that are not so. Sometimes we accept ideas 
E merely because they are pleasant to contemplate. 
They add sugar to our candy intelligence. Then again 
we sometimes accept an idea because it is sponsored 
by good and well-intentioned people. Yet good people 
have made some terrible mistakes. A philosopher once 
remarked “The harm of.the good is, the,.most .calamit- 
ous of all harm.” 


Gisinine after I left college with an engineering 


a- 
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Black Coffee—No Sugar 





Drinking black coffee without sugar is not accom- 
plished overnight. Likewise, clearing the mind of 
sweetened fallacies in order to discover the truth 
is not done in a single day. It takes careful con- 
ditioning over a span of time. We must first stop the 
intellectual leakage. Eventually we acquire disciplined 
mentalities and a particularized enthusiasm to dis- 
cover the truth. We must not put any brakes on this 
intellectual adventure. 


Strange is it not, how we cling desperately to lovely 
falsehoods that appeal to our vanity? A _ successful 
salesman, thinking he is the best among his competi- 
tors, a business man who believes money is the 
measure of great capacity because he has made it, 
an unattractive woman looking in the mirror and 
thinking and believing she is beautiful to behold. In 
all cases the mind of the individual once wedded to 
some dear falsehood hugs it desperately to the last. 


H. C. Wells distributed considerable light on this 
subject when he wrote the lines “Our characters are 
strengthened by self-control. We must detest the 
pastry and sweets in our thinking.” 

From generation to generation errors persist. Man 
nurses his sweetened fallacies and wishful illusions. 
In 1747 the Marquis of Vauvenargues wrote “Until 
someone has lighted on the secret of making men’s 
minds more accurate, all the progress that can be 
made in the discovery of truth will not prevent their 
reasoning falsely.” And here we are exactly 200 years 
later facing the same problem as ever before. 


As time goes on, there continues a pathetic confu- 
sion between verified knowledge and mere guesswork. 
To gaze upon things as they really are, sometimes 
creates a disturbing mental climate. Therefore there 
is a strong tendency to becloud unpleasant reality 
and to cover up the truth with a veneer of honeyed 
phrases. But emotion and mental comfort should not 
be confused with understanding and insight. We re- 
fuse to face truth and prefer to rest in the picturesque 
land of fancy where imagination weaves the tapestry 
of fond desire. We are entranced by the deep slumber 
of sweetened opinions from which we resent being 
disturbed. 

At the banquet of life, I want to feast upon the 
Truth in the many forms which Nature serves up to 
us. I want my mental taste glands to be able to take 
the bitter as well as the sweet and to be able to sepa- 
rate and distinguish one from the other. So when 
the Master Server asks me what I finally prefer to 
drink, I shall immediately respond “Black Coffee. 
No Sugar.” 
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“Everyday of the past year was virtually a field day for the life 
underwriters as sales of policies zoomed skyward everywhere.” 


HE road back to peace has 


many obstructions and _ the 
transition from a_ controlled 
system to a free economy made 


moderate progress in the first full 
post-war year. 

During the process of reconver- 
sion the business of life insurance 
achieved the most notable gains in 
its century of service to the Ameri- 
can people. In number of policy- 
holders and beneficiaries, in total 
policy reserves and in life insur- 
ance protection, the figures of the 
year stand unparalleled. The mag- 
nitude of new life insurance sales 
was overwhelming. 

Life insurance, however, was not 
free of problems, some carry-overs 
and a few new ones. Low interest 
rates continued to plague the busi- 
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ness; new investment outlets were 
sought; taxation was a_ principal 
issue; diligent efforts were made by 
an All-industry Committee, in co- 
operation with the National Asso- 
ciation of Insurance Commissioners, 
to strengthen state supervision in 
line with the intent of U. S. Public 
Law 15; and the necessity remained 
for a small group of states to adopt 
the Standard Nonforfeiture and 
Valuation Act, known as the Guer- 
tin Bills, before its mandatory dead- 
line, January 1, 1948. These and a 
number of other developments high- 
lighted the year. 


Record New Volume 


Every day of the past year was 
virtually a field day for the life 
underwriters as sales of policies 
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$48,000,000,000, a gain of over 
$3,500,000,000. Both insurance and 
asset accounts established all-time 


highs. Enrolled new policyholders 
numbered one and_ three-fourths 
millions, making the total some- 


what over 73 million policyholders. 
Disbursements to beneficiaries and 
policyholders through death claims, 
matured endowments, cash 
renders and other contract obliga- 
tions set another record at $2,800,- 
000,000. 





Security Through Savings 


Nothing contributes more to the 
jsocial and economic security of the 
|people than their habitual thrift. 
At no period in American history 
has the rise in individual savings 
been so rapid as in the past decade. 
'The accumulation of war bonds, 
life insurance reserves, bank sav- 
ings accounts, and savings and loan 
association shares reached nearly 
$150,000,000,000 at the year-end. 
This is a “nest egg” that will go 
far to counteract any adverse period 
that may be ahead. In addition to 
such liquid savings, are the many 


billions invested in homes, farm and 
other tangible and _ intangible 
property. 


Investments and Interest Rates 


No problem of the life insurance 
business has belabored it more in 
recent times than the dual task of 
investing the huge funds on hand 





in sound securities and obtaining 
thereon a fair and _ reasonable 
interest return. 

When the war started, interest 
fates were abnormally low. The 
heavy war financing created an 





enormous expansion in the supply 


sur-* 


of money and credits. The abund- 
ance of dollars, together with the 
Government policy of paying as 
low a rate as the conditions war- 
ranted, caused interest rates to sag 
further. 

Since the war’s end, there has 
been a drastic curtailment of Gov- 
ernment spending. At the same 
time the Treasury has used part 
of its unusually large cash balances 
to effect some reduction of the 
public debt. A balanced Federal 
budget may soon be realized. These 
factors, coupled with a high level 
of business and building activity 
requiring capital of huge propor- 
tions, are expected to stem the 
downward trend of interest rates. 

The outlook for an improved rate 
of return is not very encouraging. 
The supply of money is still greater 
than the demand. Moreover, the 
Treasury has not viewed favorably 
the suggestions of institutional in- 
vestors that there be occasional 
offerings of long-term securities and 
refunding of a reasonable portion 
of its unduly large short-term obli- 
gations. The Treasury has pointed 
out that the issuance of long-term 
securities would involve higher 
interest rates, thereby increasing 
the cost of carrying the public debt, 
and _ possibly depreciating the 
market values of its outstanding 
obligations, which it felt might 
stimulate rather than retard infla- 
tion. 


Policy Reserve Basis 


Steadily decreased interest earn- 
ings of the past decade have gradu- 
ally brought company actuaries to 
the conclusion that the interest 
assumptions on policy reserves and 





for long-term commitments on de- 
ferred settlement options should be 


at lower levels. For the past few 
years, 342% reserve companies have 
been reducing their interest basis 
on new issues by varying degrees 


to 212%, while some of the 3% 
mutuals have adopted a_ similar 
course. One of the larger com- 


panies (Northwestern Mutual) has 
announced a change to the C.S.O. 
2% Table, effective January 1, 1947. 
With adoption of the C.S.O. 
Mortality Table by the companies 
generally January 1, 1948, adjust- 
ments in the interest basis will be 
effected in accordance with safe 
assumptions for the future. 


Guertin Bills 


The provisions of the Standard 
Nonforfeiture and Valuation Laws, 
known as the Guertin Bills, will be- 
come mandatory on January 1, 1948. 
Twenty-six states have already en- 
acted these standard provisions, 
while the statutes of nine additional 
jurisdictions permit of their opera- 


tion by Insurance Department 
acceptance. 
Thirteen states have thus far 


failed to adopt the Guertin legisla- 


tion. The bills require approval in 
New York, Arizona, Idaho, Kansas, 
Minnesota, North Dakota, Ohio, 
Oklahoma, South Dakota, Texas, 


Utah, Washington and Wyoming. 
The District of Columbia must look 
to Congress for approval of the 
bill. The prospects for favorable 
action by the legislatures and 
Congress this winter are encourag- 
ing. 
U. S. Public Law 15 
United States Public Law 15, ap- 


proved in March, 1945, granted the 
insurance business a moratorium 
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until January 1, 
Sherman and Clayton Anti-trust 
Acts, the Robinson-Patman Act and 
the Federal Trade Commission Act. 
Shortly after Congress established 
the moratorium referred to, a'com- 
mittee representative of the entire 
insurance industry, known as the 
All-industry Committee, was ap- 
pointed to prepare for submission 
to state legislatures drafts of bills 
designed to exempt insurance from 
the operation of the aforesaid 
Federal acts. 


All-Industry Committee 


The All-industry Committee’s 
efforts were exerted in co-operation 
with the Committee on Federal 
Law of the National Association of 
Insurance Commissioners. These 
committees worked diligently for 
more than a year preparing and 
drafting legislative bills, and at the 
meeting of the Insurance Commis- 
sioners in Portland, Ore., last June 
model bills for rating in the fire 
and marine, and in the casualty 
and surety, insurance fields were 


submitted and adopted. 


convene in January. 


1948, from the’ 


"The next scene will shift to the State legislatures, 
It is widely thought thatthe All-Industry Committee's 


There has been some opposition 
to the rating bills from individual 
insurers and agents’ and brokers’ 
groups. The All-industry Committee 
at a number of meetings considered 
all phases of opposition and sug- 
gestions for amendments. A plan 
to provide a minimum type of rate 
regulation under which the com- 
missioners would have less author- 
ity in passing upon rates than in 
the model bills was rejected. 

At the meeting of the Insurance 
Commissioners in New York in 
December, a report and model bill 
relating to unfair trade practices 
was submitted and adopted, with an 
understanding that each state would 
have the right to modify the pro- 
visions consistent with its existing 
laws relating to such practices. 

The Robinson-Patman Act (an 
amendment of the Clayton Anti- 
trust Act) has relatively slight ap- 
plication to the business of insur- 
ance. Provisions therein, prohibit- 
ing stock ownership and control of 
one company by another and inter- 
locking directorates, are now found 
in the laws of some states. No re- 









nearly all of which will 


bills are the product of sound planning and judgment, and that the legislation 
merits full consideration by the States this winter." 
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port on the Robinson-Patman 
was made at the Insurance 
missioners’ meeting. 

The idea of what is expected j 
the states was given in an addre 
late in the year by the Assistay 
U. S. Attorney General, in charg 
of the Anti-trust division, who said 

“The question as to whether ¢ 
states shall legislate with respect 































rates and with respect to unfaj Social 
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do so adequately and affirmative 
if within the meaning of Sectiogitt 2S W 
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U. S. Supreme Court Decisions favorably 


mendatio! 
Following the U. S. Supremg tion fo! 
Court’s decision in the Southeaste Actual ne 
Underwriters’ Association castlwagner-) 
holding that insurance is commerce, comp 
state premium tax laws which im},ogs pa; 
post a tax on foreign insurers bug.y ot sir 
exempt domestic companies wer age assist 
under attack. It was contended, .onside 
that such laws were discriminatory}j,.q and 
and, therefore, a burden on inter- 
state commerce. Railroad 
Last June the Supreme Courll practic; 
held that the contention referred t0[Socia] Se 
was not at issue, or in point, siM}gress, in 
Congress by enactment of the Mefnassed 1 
Carran Act (Public Law 15) hadlproadly 1 
broken its silence and had put thefleges for 
full weight of its power behindlthe Railr 
existing and future state tax andl}benefits \ 
regulatory legislation to sustain iffthan tho: 
from any attack under the com-{Security 
merce clause. The High Court affto a rai 
firmed the decisions of the Southjage 60, | 
Carolina, Kansas, and _ Indiamajyears of 
courts, each of which had upheldjvided di 
the premium tax law of its state. |amount 
In another important decisionf{rom wo 
the Supreme Court upheld the righjment, wt 
of the State of California to denyj md has 
a license to a broker of a non-adgand sickr 
mitted insurer, although the State Vided. 
denial of license took place beforg Employ 
the effective date of the McCarramg ‘axes un 





















































































nan ct. The court held, first, that the 
© Conptate had the right to enact and 

inforce licensing laws and, second, 
ected hat it could require foreign in- 
addregpurers seeking to do business there- 
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Unfaj Social Security Act Changes 
eir ow 
wl Following an interim committee’s 


y mugptudy of over-all costs of present 
vativelmoverages under the Social Security 
Sectiogct, 2S well as proposed new ones, 
y wiggthe House Ways and Means Com- 
» Shexmittee held extended hearings 
Tradgihereon last winter. The cost esti- 
mates presented were so high that 
e committee postponed action on 
) broad scale revision such as was 
: ontemplated by the Wagner-Mur- 
All-in ay-Dingell Bill. Further interim 
: studies of the subject by congres- 
ig ional committees were authorized. 
> « Bhortly before its mid-summer ad- 
— hournment, Congress voted to freeze 
the social security pay roll taxes at 
urges %, without which action the rate 
houlq ould have risen to 2%%. 

2 During the hearings on proposed 
faultgoverase for total disability, the 
lateqearly cost of which was estimated 
at more than a billion dollars, the 
Ways and Means Committee was 
ions fiavorably impressed by the recom- 
mendations of the Brookings Insti- 
TEMG ution for disability coverage on an 
steTH tual needs basis, rather than the 
cas@iwagner-Murray-Dingell formula 
lerc@lfor compulsory coverage. Such a 
| IMtneeds basis or test would be some- 
“what similar to that used for old 
age assistance and would result in 
“ia considerable reduction in the case 


tOrWioad and cost. 
nter- 
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Railroad Retirement Amendments 


ourll Practically reversing its stand on 
d tl Social Security Act revision, Con- 
Nel gress, in an eleventh-hour decision, 
Mefpassed the Crosser bill, which 
had broadly liberalized retirement privi- 
the leges for railroad employees under 
hind) the Railroad Retirement Act. Such 
and}benefits will be about 25% higher 
n itfthan those provided in the Social 
om-{Security Act, and will be available 
af-lto a railroad employee attaining 
uth}age 60, or who has completed 30 
amajyears of service. The bill also pro- 
eldjvided disability benefits of like 
e. Jamount for an employee disabled 
ionffrom working in regular employ- 
ghigment, who has 20 years of service 
enyg and has attained age 60. Maternity 
ad#4nd sickness benefits were also pro- 
te’ Vided. 

ora Employer and employee pay roll 
ram taxes under the Crosser bill were 











“The American people have made it abundantly clear that they prefer to get 


along with less Government in their daily lives. 


They believe in the four 


freedoms and in a fifth—the freedom of opportunity." 


increased on each from the present 
3%% to 5%4% in 1947 and 1948, to 
6% from 1949 to 1951, and to 6%% 
after 1951. Such pay roll taxes are 
in addition to the present 3% pay 
roll tax on employers for unem- 
ployment compensation. 

At the time of passage of the 
Crosser bill, there was some appre- 
hension that the bill might set a 
pattern for future Social Security 
Act revision but that view has since 
been largely disspelled. It is now 
generally conceded that the railroad 
workers got a “break” through the 
hurried last-minute action of Con- 
gress in approving the measure. 


National Service Life Insurance 


During the past year agents of all 
companies united in efforts to con- 
serve as much as was possible of 
World War II veterans’ life insur- 
ance. Despite such efforts the total 
coverage of National Service Life 
Insurance dropped almost $100,000,- 
000,000 to $35,000,000,000. At the 
same time, Congress liberalized the 
act—particularly as to optional 


modes of settlement and permissible 
beneficiary designations in line with 


the usual policy contracts of private 
life insurance companies. Authority 
was granted for inclusion of dis- 
ability benefit provisions upon pay- 
ment of extra premiums. 

There was a noticeable leveling 
off during the year in placements 
of new pension trusts and profit 
sharing plans, due partly to the de- 
layed reconversion of many indus- 
tries. 

Some concern has been felt about 
increased lapsation of such plans, 
but no definite trend in that direc- 
tion has appeared. Most specialists 
in this field are inclined to believe 
there will be relatively few outright 
abandonments of such programs, 
and the disposition will be to im- 
prove and strengthen existing plans 
by amendment in line with the 
changed conditions facing both em- 
ployer and employee. As a gen- 
eral rule, termination of a plan must 
be a matter of “business necessity” 
in order to relieve the employer of 
possible retroactive taxes and penal- 
ties on deductions taken for contri- 
butions. 

In a productive economy there is 

(Continued on Page 60) 
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HE year 1946 was ushered in 
under economic auspices that 
were far from favorable. For 
one thing we were in the process of 
losing the Government’s vast war 


expenditures as the motivating 
force behind production, employ- 
ment and consumption; for another, 
the singleness of purpose that we 
enjoyed during the war had been 
replaced by industrial,and economic 
strife; for a third, there was evi- 
dence that price and wage controls 
were breaking down and giving 
way to uncertainty and confusion 
in the price and wage structure. 
Despite these unfavorable circum- 
stances; despite, also, dire predic- 
tions, late in 1945, of declining busi- 
ness activity, diminishing profits 
and rapidly increasing unemploy- 
ment, the year 1946 has witnessed 
the highest level of economic ac- 
tivity in our peacetime history. 

To understand what this state- 
ment signifies as to the strength and 
vigor of our economy, one should 
consider in some detail the three 
major difficulties, already sug- 
gested in the preceding paragraph, 
that beset us during 1946, as we 
proceeded on our economic way. 

Perhaps the outstanding economic 
development since the end of hos- 
tilities was the fact that, late in 
1945 and early in 1946, the Govern- 
ment cut deeply into its war ex- 
penditures. For months prior to 
Japan’s capitulation, September 2, 
1945, the Government’s expendi- 
tures had been running at a rate of 
over $100 billion per year—mostly, 
of course, for the prosecution of the 
war. By March 1946, six months 
later, the Government had reduced 
its annual rate of expenditures by 
more than $50 billion, and this en- 
abled it, for the first quarter of 
1946, to show a slight excess of in- 
come over disbursements. This is 
one of the rare instances in which 
the Government’s expenditures 
have been balanced by receipts 
since 1930. 

However desirable it is for the 
Government to reduce its expendi- 
tures, the fact is that a cut of such 
magnitude, within so short a period 
of time, must be expected to cause 
serious dislocations and _ obstruc- 
tions in the flow of incomes and 
goods. A _ single customer who, 
during the latter part of the war, 
had been buying and consuming 
nearly half of the country’s total 
production of goods and services 
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suddenly, for most excellent and 
urgent reasons, reduced his pur- 
chases by more than 50%. Granted 
that this reduction in expenditures, 
this stopping of deficit financing, 
gave encouragement as to the long 
term outlook for business and finan- 
cial stability, nevertheless it was 
hard at the time not to think that it 
would tend to bring about severe 
declines in business activity, wages, 
employment and profits. One well 
known commentator who reflects 
informed Washington thought ex- 
pressed the opinion, just after 
Japan’s defeat, that unemployment 
was likely to reach eight million by 
late winter, and national income, 
then at the annual rate of $165 bil- 
lion, would decline to $115 billion 
by the spring of 1946. 

What actually happened was that, 
as the Government stopped spend- 
ing, several important offsets came 
into the economic picture: First, 
both corporations and individuals 
began to utilize a greater volume of 
the cpuntry’s total output of goods 
and services for the construction of 
residences and plants and equip- 
ment. Second, corporations began 
to replenish and build up the busi- 
ness inventories which had been 
seriously depleted during the war. 


1946 

ECONOMIC 

HORIZONS 
194] 
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Third, the public’s spending on 4 
kinds of merchandise was rapid} 
stepped up and seemed ready af 
able to take any amount of me 
chandise as soon as it became ava 
able. 

In spite of these three offsettin 
developments, a decline in overall 
business activity did, of course, oc 
cur during the latter part of Mi 
and the first two months of 194jee=esas 
However, this decline was not of a 

a - 


' 


the expected magnitude and it wa 
primarily in the production ani ~~ 
distribution of munitions and othefy 
implements of war. It did not Inf. 
volve substantial unemployment a “ 
had been feared, and, most impor 
tant perhaps, it did not create a de 
pression psychology with its damp 
ening effect upon individual an(j 
business spending. 

A second problem which gave rise 
to serious misgivings early in 14 
was the prospect of industrial and 
economic strife. One commentator) are only 
in December a year ago, describedjdays we 
the situation by saying that an im|1M6 tha 
passe between management anijwhich su 
labor had developed which was it{corded. T 
danger of shutting down a largt{scarcities 
portion of the nation’s great indus{they inc1 
trial plants. tion bot! 

The actual results of this strif@jtates an 


* 








are Only too well known. More man 
iidays were lost through strikes in 
11946 than in any other year for 
iiwhich such statistics have been re- 
corded. These strikes intensified the 
Sarcities that already existed and 
‘they increased the costs of produc: 
tion both by causing higher wage 
fates and by slowing down and 


making less efficient the whole pro- 
ductive process. In those ways they 
contributed to the upward pressure 
on the cost of living. On the whole, 


industrial disputes constituted a 
most serious obstacle to the rapid 
reconversion of the economy to a 
high level of peacetime production. 

This second difficulty which beset 


business during 1946 contributed to 
a third: namely, the chaos in, and 
eventual breakdown of, price con- 
trols. So much has been written 
on this subject that it is unneces- 
sary to discuss it at length here. To 
indicate the obstacles with which 
business was faced, it will suffice to 
recall two circumstances which at- 
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"More man days were lost through strikes in 1946 than in any other 


year . 


. « On the whole, industrial disputes constituted a most serious 


obstacle to the rapid reconversion of the economy to a high level of 
peacetime production." 


tended the final part of the price 
control episode: 

First, the discouraging position in 
which many manufacturers found 
themselves all through the early 
part of 1946 when, with selling 
prices Governmentally controlled, 
similar controls were not main- 
tained over labor and other produc- 
tion costs; second, the violent and 
confusing changes in commodity 
prices which began when O.P.A. 
lapsed on June 30, 1946, and which 
continued until after President 
Truman abolished practically all 
price controls on October 14th. The 
country was well along in the fourth 
quarter of the year before some de- 
gree of tranquility was restored, at 
least temporarily, to the commodity 
markets. This occurred after whole- 
sale commodity prices had risen 
more than 30% and the cost ‘of liv- 
ing had risen something like 17% 
in 1946 alone. 

In spite of these several very 
serious difficulties, industrial pro- 
duction, according to the Federal 
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Reserve Board’s Index, showed most 
extraordinary resilience and vital- 
ity. It declined sharply in February 
and again in April and May, appar- 
ently in response to nationwide 
strikes in key industries. Such as 
steel and coal—industries without 
which the business life of the coun- 
try could not continue. But each 
time, after the nationwide strike 
had been settled, industrial produc- 
tion went forward to attain new 
peacetime records. The Federal Re- 
serve Board’s Index, which is an 
index of physical production based 
on 1935-1939 as 100 or normal, stood 
at 152 for February; it is estimated 
to have risen to 182 for October, 
and it probably stood around that 
figure for the first part of Novem- 
ber. That indicates that overall in- 
dustrial production of this country, 
up to the time of the November 
coal strike, had been running at a 
level somewhere around 80% above 
the average for the years 1935 to 
1939, inclusive. And already, with 
the ending of this latest nationwide 












stoppage, industrial production 
again rapidly recovering from j 
17 day set-back. 

This discussion suggests a rathe 
encouraging conclusion: ' 
strength and vigor of our econon 
are such that business has been abi 
during 1946, to overcome great 9} 
stacles to attain new peacetip 
levels of production. This conc} 
sion speaks well for the future, ap 
it is worth bearing in mind parti 
larly at the present time. For noy 
just as a year ago, there are sever, 
signs of economic difficulties aheg 























Difficulties Ahead 


First, the 20% drop of the sto 
market from June to September j 
thought by many observers to } 
the forerunner of declining busines 
activity and declining profits. 

Second, almost every week som 
European business publication com 
ments most discouragingly on whe 
it calls the inflated business sity; 
tion in this country and express¢ 
the opinion that a serious busines 
recession cannot be long delayed, 

Third, during 1946 there has bee 
a rapid rise in business inventorie 
and in consumer purchasing throug 
instalment and other forms g 
credit. This former represents 
spending of business funds, and th 
latter, a spending of borrowed fund 
by individuals, that sooner or late 
must, it seems, slow down. Bo 
business inventories, at about $3 
billion, and the volume of outstand 
ing consumer credit, at about $ 
billion, are still increasing. h 
question here is this: What compen 
sating forms of spending will com 
into the economic picture to pre 
vent a condition of under-consump 
tion and over-production with it 
deflationary consequences, whe 
and if business stops building up it 
inventories and individuals stop in 
creasing their consumer indebted 
ness? This problem is similar 
that which presented itself a yed 
earlier as the Government’s war & 
penditures were being sharply 
duced. 

Fourth, an important lack of bal 
ance is thought to exist in the prid 
structure and between wages a 
salaries. The prices of farm pro 
ucts have risen far more rapid 
than the prices of industrial pro 
ucts, and wages have risen mo 
rapidly than salaries. There is 
tendency inherent in both the 
situations to bring about a mala 
justment of purchasing power 
between economic groups. Certal 
groups are finding it increasing 
difficult to buy, at prevailing hi 
and rising prices, the products | 































































other & 
tion su 
future 
which | 
ployme! 
The 
jndicati 
1946 wé 
firm fo 
our lab 
As we 
still fac 
jndustri 
and oth 
ther inc 
tion co: 
With 
econom 
good to 
omy of 
come by 
to thos 
emerge: 
the gre 
only ha 
goods ' 
the wa 
ance, — 
had en\ 
ing an 
rials, n 
and ne 
attain t 
country 
our gc 
Furthe! 
someth 
rency ¢ 
—purel 
buy th 
possibl 
Thes 
they a 
bespeal 
vigor | 
hope t 
dicatio: 
look fc 
unrelia 
predict 
made | 


It ser 
five un 
only o 
manag 
cause 
cooper: 
labor-r 
fundan 
my th: 
progre. 
not as 
volved 

First 
in son 
manag 
tion w 
strikes 
have n 








ction 
Tom j 


1 Tathe 


‘conom 
en able 
eat ob 
acetim 
conc] 
ire, an 
Darti 
or nov 
Severd 
ahea 


2 stoci 
nber i 
to ¢ 





other groups. And such a condi- 
tion suggests the possibility of a 
future period of readjustment in 
which business falls off and unem- 
ployment rises. 

The fifth unfavorable economic 
indication is the fact that during 
1946 we still seem to have built no 
firm foundation for smoothing out 
our labor-management relationships. 
As we go into 1947, therefore, we 
still face the prospect of continuing 
industrial strife, nationwide strikes 
and other work stoppages, and fur- 
ther increases in wages and produc- 
tion costs. 

With these various evidences of 
economic difficulties ahead, it is 
good to know that in 1946 the econ- 
omy of the country was not over- 
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come by difficulties somewhat similar 
to those we now face. When we 
emerged from fighting and winning 
the greatest war in history, we not 
only had a vast pent up demand for 
goods that were denied us during 
the war; of even greater, import- 
ance, perhaps, is the fact that we 
had envisioned new standards of liv- 
ing and had developed new mate; 
rials, new processes, new machines 
and new products with which to 
attain these standards. Both in this 
country and abroad the demand for 
our goods was almost insatiable. 
Furthermore, the public here owned 
something like $140 billion of cur- 
rency and commercial bank deposits 
—purchasing power with which to 
buy the goods and services made 
possible by our productive genius. 

These things were true last year; 
they are just as true today. They 
bespeak the essential strength and 
vigor of our country. They offer 
hope that present unfavorable in- 
dications as to the business out- 
look for 1947 may prove to be as 
unreliable as were the pessimistic 
predictions which, a year ago, were 
made for 1946. 


Cause for Uneasiness 


It seems to this writer that, of the 
five unfavorable signs just discussed, 
only our failure to improve labor- 
management relationships gives real 
cause for serious uneasiness. For 
cooperation and understanding in 
labor-management affairs are so 
fundamental to our national econo- 
my that, without them, the natural 
progressiveness of our people can- 
not assert itself. The threat in- 


volved here is of two kinds: 

First, there is the possibility that 
in some one of our major labor- 
management disagreements no solu- 
tion will be found. Recurring coal 
Strikes have demonstrated that we 
have not yet learned how to prevent 





a disagreement within a key in- 
dustry from exercising a life-and- 
death power over almost our entire 
industrial process. Until we do, we 
shall ever face the threat of econo- 
mic paralysis. 

The second type of threat that is 
presented by our failure to improve 
labor-management relationships is 
that either labor or management, or 
both, may allow the cost of produc- 
tion to become excessive. This 
could happen either because of in- 
creases in hourly wage rates and 
other production costs, or because 
of decreases in productivity per 
hour of work. More particularly, 
deterioration in productivity, 
whether brought about by short- 
sighted and irresponsible labor poli- 
cies or by ineptitude in manage- 
ment, can be the essence of inflation 
because it combines higher produc- 
tion costs with fewer products. In 
this private enterprise system of 











ours, it can lead to a serious busi- 
ness recession because employers 
may decide to curtail all but their 
most urgent business operations. 

Over a situation which seems to 
favor a high degree of prosperity, a 
shadow is cast by the nation’s in- 
ability to handle labor-management 
relationships. What will come of 
our present tendency toward indus- 
trial strife, it is impossible to fore- 
tell. But as we leave 1946 behind 
us, it is becoming more and more 
urgent that statesmanlike decisions 
be made regarding wages, rules and 
hours of work, the use of modern 
labor saving devices, labor effi- 
ciency, and labor-management-gov- 
ernment relationships in general. 
These decisions will have far- 
reaching effects upon our level of 
business, our volume of employ- 
ment, our cost of living, and our 
standard of living, for many years 
to come. 


"For now, just as a year ago, there are several signs of economic 
difficulties ahead. First, the 20 per cent drop of the stock market from 
June to September is thought by many observers to be the forerunner 

of declining business activity and declining profits." 
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AMERICAN THRIFT 


By 


Duight 
rs 
Clarke 


President 

American Life Convention 
President, Occidental Life 
Insurance Company 


life insurance has assumed an 

unprecedented place in the 
economic life of the American 
people—rich, well-to-do and poor 
alike. Legal reserve companies now 
have over 73 million policyholders 
in the United States, policyholders 
and beneficiaries together number 
well over 100 million, and the total 
face value of policies outstanding 
exceeds $174 billion. There is hard- 
ly an individual in this country 
whose economic circumstances, 
either directly or indirectly, have 
not been made definitely more se- 
cure because of life insurance. The 
number of men, women and chil- 
dren who are supported by the pro- 
ceeds of life insurance policies, and 
are thus independent of charitable 
organizations and relief agencies, 
runs into uncounted millions. The 
consistently sound application of 
the basic principles of life insur- 
ance by the management of com- 
panies operating in the United 
States has resulted in far wider 
acceptance of life insurance in this 
country than in any other on the 
globe, and has been one of the major 
factors in elevating the standard of 
living among its people. 

During the year 1946 the people 
of the United States purchased 
from legal reserve companies over 
$23 billion of ‘new life insurance, 
approximately $5 billion more than 
in 1929, when the previous record 
was established. They have paid 
out $5% billion in premiums for 
life insurance protection during the 
year, an increase of about $250 mil- 
lion of 1945. Obviously, the faith of 
the public in life insurance, as meas- 
ured by their annual investment 
therein, is increasing rapidly, the 


Site: the turn of this century, 


16—THE SPECTATOR, January, 1947 


total premium income of life insur- 
ance companies having more than 
doubled since 1926, when it was 
$2,625,000,000. Excepting for the 
years 1932, 1933 and 1936, the prem- 
ium income of the companies has 
increased steadily in every year of 
the last fifty. 

Undoubtedly a considerable factor 
in the making of this record has 
been the-habits of thrift inculcated, 
or, shall we say, reinculcated, in the 
American people during the War, 
as a result of bond campaigns, in 
which ‘life insurance field represen- 
tatives participated heavily. On 
the other hand, there have been 
predictions made to the effect that 
life insurance sales would drop off 
heavily when and if people are able 
to buy readily and at reasonable 





prices, the goods and services which 
became so scarce during the War. 
However, it appears to me that, if 
people wished to save only so long 
as the markets for goods and serv- 
ices remain tight, they would cer- 
tainly have chosen some means 
other than life insurance, which in- 
volves commitments for many fu- 
ture years, and often for life. I am 
much more inclined to believe that 
the kind of service life insurance 
renders, and the kind of security 
it offers has an increasing appeal to 
American men and women and that 
their continued participation may be 
confidently expected. In fact, it ap- 
pears to me that the American 
people want security more than 
gadgets. 

It should also be noted that the 
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new record in saies of new life in- 
surance was made in the face of, or 
perhaps because of, steadily de- 
creasing interest rates during the 
past decade or more, with the re- 
sult that earnings on reserves have 
decreased and net costs of life in- 
Surance increased. Likewise, the 
prospect is for lower returns on the 
funds of the companies. Further- 
more, for some time now the pur- 
chasing power of the dollar has been 
deteriorating steadily and seriously. 


The record of American life in- 
surance through the last depression, 
as well as through others preceding 
it, has undoubtedly been a substan- 
tial factor in the present degree of 
public acceptance of life insurance 
as a form of estate building. During 
the long years of depression, which 
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followed the stock market break in 
the late fall of 1929, only an infini- 
tesimal fraction of policyholders 
found their life insurance assets in 
any way affected, even temporarily, 
by the effects of the depression. 


1947 Prospects 

The swift end of the coal strike 
seems to favor a period marked by 
a high degree of production and a 
fairly rapid moderation of price 
levels, as that process overtakes 
pent-up consumer demands. This is 
said on the assumption that other 
major labor disturbances can be 
avoided. 

As manufacture, agriculture and 
transportation are released from a 
myriad of controls, restrictions and 
barriers, our prosperity will be more 


BUILDS SECURITY 


"There is hardly an individual in this 
country whose economic circum- 
stances, either directly or indirectly, 
have not been made definitely more 
secure because of life insurance. The 
number of men, women and children 
who are supported by the proceeds 
of life insurance policies . . . runs 
into uncounted millions. Americans 
like security more than gadgets." 


firmly stabilized to just the degree 
that the Federal government ad- 
heres to a policy of fiscal sanity. A 
balanced budget, debt reduction, and 
the retirement of government from 
competition with private enterprise 
in fields adequately served by the 
latter—these are the objectives es- 
sential in any sound fiscal policy. 
There is the danger that the glitter- 
ing allure of heavy tax reduction 
may lead us astray. The honest 
man is always just before he is 
generous, and pays his creditors 
before indulging in luxuries. Our 
nation faces the same alternatives. 
We could give our spirits a tempor- 
ary lift by a heavy cut in taxes, but 
a much more permanent good to 
all will result from a wise debt re- 
duction program coupled with a 
balanced budget. 

Life insurance companies are 
more concerned with the problems 
associated with the management of 
the huge public debt of this country 
than with economic cycles. This is 
a vital matter to policyholders and 
beneficiaries alike and their inter- 
ests can be, in fact, are being, most 
seriously affected by the present 
policies of the various governmental 
departments and agencies involved 
in debt management and in the 
establishment and maintenance of 
Federal monetary policies. Since 
these people form a majority of the 
country’s total population, and since 
it has been well-established that 
life insurance constitutes the major 
portion of the average estate, com- 
pany managers feel it to be their 
duty to interest themselves in the 
monetary problems of the nation— 
within reasonable bounds. Their 
overall objective is, and will con- 


(Concluded on Page 54) 
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the property insurance com- 

panies than it was on the 
agents and brokers. Caught in a 
three-way operating squeeze, and 
disregarding for the moment the 
year-long efforts to revise the in- 
dustry in a way acceptable to the 
Federal government, the companies 
looked at the horns of some 
dilemma no matter what way they 
turned. 

The three vexations were (1) a 
great demand for additional prop- 
erty insurance and loss-of-time in- 
Surance arising out of the new 
higher levels (inflation) of values; 
(2) a high loss ratio; (3) a sodden 
security market. Each of these 
becomes more difficult upon exami- 
nation than appears at first glance. 

The first of these, the great de- 
mand for additional insurance pro- 
tection seems at first glance to be 
a highly favorable factor. This 
would mean that companies selling 
insurance were enjoying a high 
level of sales. But even good things 
can be overdone; and when it is 
borne in mind that there are legal 
requirements which necessitate 
an insurance com- 
pany’s setting 


T ihe year 1946 was harder on 
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CASTING OFF FOR 194] 


by 


Cayton G 
Hale 


up a reserve for unearned premiums 
which is in an amount in excess 
of the premiums actually received 
at the home office, it soon Lecomes 
apparent that the writing of much 
larger amounts of insurance than 
are currently expiring results in a 
temporary drain upon_ surplus 
funds. This indeed has been the 
case in 1946, and to the extreme 
point that many companies found 
it wise to curtail new writings in 
the latter months of the year. There 
is a limit to the speed with which 
an insurance company can grow up 
and digest the growth. Customarily 
policyholders look for an increase 
in surplus in keeping with the 
growth of a company, not a de- 
crease in surplus. This year there 
will undoubtedly be many large 






























































decreases, and within reasonabje 
bounds these should be looked upop 
as healthy evidence of enlargej 
risk-bearing operations—which are 
the business of insurance companies, 
It will bear repeating, however, 
that company managements have 
been obliged to do some nice cal. 
culating of where to deliberately 
stem the tide of their good fortune 
The second of these, the increased 
loss ratios, would hardly be con. 
sidered. a favorable sign at any 
time, but insurance companies have 
fortitude in accepting a cycle of 
losses without wincing. During 
1946, however, the property damage 
losses have been disproportionately 
high because necessarily there has 
been a lag in collecting premiums 
on the same basis as paying losses, 
There have been many three-year 
policies in an amount deemed ade- 
quate when they were issued, but 
under which losses have occurred 
during the year just passed while 
the repairs have been more costly 
than they would have been at the 
time the policies were issued. There 
is perhaps no better example of this 
than the common household- 
goods policy under 

which the cost 








One of the basic problems of the insurance business during 1946 was “our relations with the public at large.” 
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of re-covering a living room chair 
is perhaps 50% more than it would 
have been when the policy was 
issued three years ago. This has 
resulted in collecting premiums on 
one basis and paying losses on a 
more expensive basis. All materials 
and all labor have been mounting 
against the interests of the risk- 
bearers; and oddly enough the 
progress that has been made in 
bringing insurance up to value has 
been of some help under this second 
point, but has aggravated the prob- 
lem described above under the first 
point. Likewise the loss-of-time 
policies have also operated against 
the insurers since the removal of 
the doubled rate for assumption of 
priority limitations and material 
shortages. During 1946 there were 
some legal restrictions and many 
shortages, and these were borne by 
the insurance companies without 
any specific recognition of this 
special aggravation in the rate 
structure. A further consequence 
of the high loss ratios has been a 
tendency on the part of the foreign 
market to become more selective 
in its insurance commitments from 
the United States, thereby shrink- 
ing somewhat the available capacity 
in this country. 

The third of these, the lack of 
buoyancy in the security market 
since: last September, presents not 
just one but several complications. 
It has caused a further shrinking 
in surpluses—probably not below 
the December 1945 averages but cer- 
tainly not displaying the upward 
trend that is normally associated 
with the inflation of values that 
brought about the first of the above- 
mentioned vexations. More-over, 
some uneasiness still exists with 
respect to whether there may be 
in 1947 some further recession in 
the security markets, for which a 
segment of existing surplus need 
be set aside and not drawn upon 
for setting up of additional reserves 
as outlined under problem number 
one. It might then be proposed 
that just as manufacturers and 
merchants have been increasing 
their capitalizations in order to pre- 
pare themselves for further expan- 
Sion of business, insurance com- 
panies might well increase their 
capital and surplus by the sale of 
additional stock. But the high 
loss ratios mentioned under vexa- 
tion number two serve as a rather 
effective dampener upon prospec- 
tive investors, who find other op- 
portunities more inviting and who 
also are not intrigued by the rating 
uncertainties hanging over the busi- 
ness—in consequence of the Su- 
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Mr. Hale, noted analyst and agent and partner 
in The Hale & Hale Company, fire and 
casualty underwriters of 
Cleveland, Ohio, reviews for The Spectator 

the major issues of 1946 which affected the property 


insurance business. 


Insurance-to-value, high 
loss ratios, and the security 


market, as well as the historical aspects 
of public supervision and the importance of public 


relations are discussed in view of 


their effect on the industry during 1947. 


preme Court’s having decided we 
are in interstate commerce and 
must therefore revise our opera- 
tions along substantially different 
and untried lines. 

All of the foregoing has conspired 
together to produce a phenomenon 
which many mature insurance men 
have never before witnessed in 
their business lifetimes: We have 
been “running out of” insurance. 
Many and many a time insurance 
men have observed the struggles 
of their industrialist and merchant 
customers who were endeavoring 
to secure merchandise, to obtain 
raw materials, to pacify irate 
customers who were back-ordering, 
to seek out substitute materials, to 
beseech by telephone and telegraph 
some nearly-forgotten source of 
supplies. The insurance men have 
jokingly said to these men that one 


advantage of being in the insurance 
business is that “we never run out 
of insurance.” But in the latter 
part of 1946 there were some signs 
of our doing exactly that. It is 
correct to say today that whiskey 
stocks have run out of insurance, 
that certain of the woodworking in- 
dustries have run out of insurance, 
that a number of the classes need- 
ing heavy and _ disproportionate 
lines of loss-of-time coverages have 
run out of insurance. And in 1947 
there will be another round of three- 
year expirations coming up for en- 
larged renewal and drawing upon 
the same company surpluses—for 
companies have three rounds of 
three-year policies but they do not 
have three surpluses. 

For these reasons it may be said 
fairly that 1946 was more difficult 
for the companies than for the 
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agents and brokers. Let us turn 
now to other aspects of the year 
just closed. 

Once again we turn toward 
Atlanta, Georgia. It was from 
Atlanta that the S.-E.U.A. case pre- 
viously had traveled to Washing- 
ton, D. C. and thence (through a 
Supreme Court decision) out to the 
remotest corners of our country— 
and it dominated insurance think- 
ing; and it was from Atlanta that 
the public reaction to a “fireproof” 
hotel fire recently traveled to New 
York City and thence (through a 
National Board public statement) 
throughout the length and breadth 
of our land—and it should mold 
insurance thinking. Neither of 
these circumstances has improved 
the position of the insurance busi- 
ness in the public mind. Here we 
are provided with an example of 

















tee «OT 


each of the two most basic 1946 
problems of the property insurance 
business: Our relations with public 
authority, and our relations with 
the public at large. 


Public Authority 


For those who are of a thought- 
ful turn of mind and who have 
some interest in issues more deep- 
seated than the daily discharge of 
the day’s work, it will be worth- 


while to develop this theme of what, 


we shall learn (and are learning) 
of the facts of life as shown us by 
the present importance of the S.- 
E.U.A. case and the Hotel Winecoff 
fire 

The 1946 roadway, leading to the 
various 1947 State legislative ses- 
sions in preparation for the Janu- 
ary 1, 1948 dead-line (unless it is 
postponed), has been lined with 

















A sseend basic problem of the industry, which will influence the affairs of 1947, 1s “our 
relations with public authority." 
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speeches on one side and written 
articles on the other side. In the 
calm before our entry upon the 1947 
phase it is interesting to check our 
present position against the chart 
of historical perspective. 

Forty years behind us on this 
same roadway there are found the 
footprints of Theodore Roosevelt, 
known in his day as “the great 
trust buster”. Some people erron- 
eously think of him as the father 
of the Sherman Act. That act, 
however, was 11 years old before 
Theodore Roosevelt became presi- 
dent. 

The beginning of anti-trust acti- 
vities on the part of governmental 
authority is rightly found in the 
State of Kansas where in 1889 the 
first anti-trust act became law. 
Public agitation was so vociferous 
that during the remainder of 1889 
and the year 1890 anti-trust laws 
were adopted by 14 additional 
States. 

Simultaneously in 1889 President 
Benjamin Harrison (1889-1893) 
recommended, and Republican Party 
leaders (note that) adopted, a 
recommendation which became the 
(Federal) Sherman Act (1890). 

In the 11 years following 1890 
there was little activity in enforcing 
the provisions of this Act. This is 
strikingly shown by the following 
comparison. During the decade pre- 
ceding the passage of the Sherman 
Act, that being the years 1880-1890, 
there were 18 trusts with an aggre- 
gate capital of $288,000,000. During 
the decade following the passage of 
the Sherman Act, that being the 
years 1890-1900, there were 157 
trusts with an aggregate capital 
of $3,150,000,000.* 

Then came Theodore Roosevelt 
(1901-1909), who determined to put 
teeth into the enforcement of this 
Act, and to implement it and sup- 
plement it in any way necessary to 
ensure its effectiveness, including 
his advocacy of Federal charters 
for corporations operating through- 
out the various States. 

The older men active today in the 
insurance business will remember, 
and the younger men have studied 
in school, some of the famous cases 
handled by the Department of Jus- 
tice during the Theodore Roosevelt 
administration. We will not recite 
them here. Let us instead turn to 
Theodore Roosevelt’s own presenta- 
tion of his plan for Federal charters 
and Federal supervision of inter- 
state corporations in general—and 





1New Outline-History of the United 
States Since 1865, by Krout; Barnes & 
—— New York City: pp. 52-53; 97; 
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Operating Also The Hotel Gitcher. Danville. Hy. 


HOTEL WINECOFF 


ABSOLUTELY FIREPROOF 


EUROPEAN PLAN 


200 ROOMS EACH WITH INDIVIDUAL BATH 


LOCAT EO NEARER THAN ANYTHING TO EVERYTHING 
ON ATLANTA'S MOST FAMOUS THOROUGHFARE 


Peachtree Street 
ATLANTA, GA. 


". . . from Atlanta that the public reaction to a ‘fireproof’ hotel traveled . . . throughout the length 


and breadth of our land... 


of the insurance business in par- 
ticular. 

It was in his annual message to 
Congress in 1906 that he spoke of 
large interstate corporations in gen- 
eral in these words: 


Corporations 


“The fortunes amassed through 
corporate organizations are now so 
large, and vest such power in those 
that wield them, as to make it a 
matter of necessity to give to the 
sovereign—that is, to the Govern- 
ment, which represents the people 
as a whole—some effective power of 
supervision over their corporate 
use. In order to insure a healthy 
social and industrial life, every big 
corporation should be held respon- 
sible by, and be accountable to, 
some sovereign strong enough to 
control its conduct. I am in no 
sense hostile to corporations. This 
is an age of combination, and any 
effort to prevent all combination 
will be not only useless, but in the 
end vicious, because of the con- 
tempt for law which the failure to 
enforce law inevitably produces. 
We should, moreover, recognize in 
cordial and ample fashion the im- 
mense good effected by corporate 
agencies in a country such as ours, 
and the wealth of intellect, energy, 
and fidelity devoted to their service, 
and therefore normally to the serv- 
ice of the public, by their officers 
and directors. The corporation has 
come to stay, just as the trade 
union has come to stay. Each can 
do and has done great good. Each 
should bé favored so long as it does 
good. But each should be sharply 
checked where it acts against law 
and justice.” 

In that same address he devoted 
much more time to the insurance 
business in particular. The grind- 
ing of the mills of the social de- 


velopment is slow indeed, but ex- 
ceedingly persistent. Our knuck- 
ling down to the mandate of Public 
Law 15 today is, without a doubt, 
the delayed action of the fuse set 
40 years ago in these words: 


Insurance 


“The great insurance companies 
afford striking examples of corpo- 
rations whose business has extended 
so far beyond the jurisdiction of 
the States which created them as to 
preclude strict enforcement of 
supervision and regulation by the 
parent States. In my last annual 
message I recommended that the 
Congress carefully consider whether 
the power of the Bureau of Cor- 
porations can not constitutionally 
be extended to cover interstate 
transactions in insurance. 

“Recent events have emphasized 
the importance of an early and ex- 
haustive consideration of this ques- 
tion, to see whether it is not pos- 
sible to furnish better safeguards 
than the several States have been 
able to furnish against corruption 
of.the flagrant kind which has been 
exposed. It has been only too 
clearly shown that certain of the 
men at the head of these large cor- 
porations take but small note of 
the ethical distinction between 
honesty and dishonesty; they draw 
the line only this side of what may 
be called law-honesty, the kind of 
honesty necessary in order to avoid 
falling into the clutches of the law. 
Of course the only compiete remedy 
for this condition must be found in 
an aroused public conscience, ° a 
higher sense of ethical conduct in 
the community at large, and espe- 
cially among business men and ir 
the great profession of the law, and 
in the growth of a spirit which 
condemns all dishonesty, whether 
in rich manor in poor man, whether 


and it should mold insurance thinking.” 


it takes the shape of bribery or of 
blackmail. But much can be done 
by legislation which is not only 
drastic but practical. 

“There is need of a far stricter 
and more uniform regulation of the 
vast insurance interests of this 
country. The United States should 
in this respect follow the policy of 
other nations by providing adequate 
national supervision of commercia! 
interests which are clearly national 
in character. My predecessors have 
repeatedly recognized that the for- 
eign business of these companies is 
an important part of our foreign 
commercial relations. During the 
administrations of Presidents Cleve- 
land, Harrison, and McKinley the 
State Department exercised its in- 
fluence, through diplomatic chan- 
nels, to prevent unjust discrimina- 
tion by foreign countries against 
American insurance companies. 
These negotiations iilustrated the 
propriety of the Congress recog- 
nizing the national character of in- 
surance, for in the absence of 
Federal legislation the State De- 
partment could only give expres- 
sion to the wishes of the authorities 
of the several States, whose policy 
was ineffective through want of 
uniformity. 

“IT repeat my previous recom- 
mendation that the Congress should 
also consider whether the Federal 
Government has any power or owes 
any duty with respect to domestic 
transactions in insurance of an 
interstate character. That State 
supervision has proved inadequate 
is generally conceded. The burden 
upon insurance companies, and 
there’ore their policy holders, of 
conflicting regulations of many 
States is unquestioned, while but 
little effective check is imposed 
upon any able and unscrupulous 


(Continued on Page 56) 
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MOTIVATING 


W: regret exceedingly that 
space limitations repreclude 
the possibility of producing 
and commenting on more of the ar- 
resting sales promotion material that 
won awards at the last exhibit of 
the Life Insurance Advertisers As- 
sociation in Chicago. Fortunately, 
we will be able to include more 
samples as we progress in this series 
and move into various fields of 
specialized appeals. Meantime we 
will have to content ourselves with 
just a “snack”—unless we can con- 
vince the editor we’ve gotta have 
more space. 


Prospecting and Pre-Appreach 
Helps 


As an inexpensive aid to prospect- 
ing, the Shenandoah Life of Roa- 
noke features a direct mail gift 
plan. Unusual feature is that a 
choice is offered the prospect, via a 
little eight-page catalog of gifts 
that are available to him. Also en- 
closed is a four-pager, “This Should 
Be of Interest to You,” with a read- 
ing time of three minutes, succinctly 
putting forth the benefits of life 
insurance protection. The return 
card enclosed contains spaces for 
giving both necessary life insurance 
information and choice of gifts. 

Massachusetts Mutual in the main 
uses two classes of prospect and 
pre-approach material (1) direct 
mail and (2) sales aids. Seven 
leaflets are offered for home office 
mailing to prospects listed by 
underwriters, while eight are in- 
tended for personal distribution by 
underwriters themselves. 

The campaign idea, tied up with 
direct mail, was used recently with 
marked success by the New York 
Life. The “Leather Pencil Case 
Campaign” used a direct mail let- 
ter with return card for the gift, 
and was supported by special 
printed announcements and con- 
tinual follow-up in the company 
magazine. In ten months, 825 
agents sent in the names of 62,478 
prospects to whom the letters were 
mailed. 16,038 leads were secured 
thus, a return of 25%! About 20% 


of the leads resulted in direct 
business, while 52% produced either 
an application or a good prospect. 

In its twelve-month pre-approach 
mailing, Union Central sends out 
more than 35,000 folders, each and 
every month, to prospects or centers 
of influence. The message is per- 
sonalized by means of an imprinted 
calendar blotter which is inserted 
between the tabs cut into the 
folder. A new folder is prepared 
each month. 

“Better Interviews through the 
New Lead Service” is title of the 
Reliance Life’s impressive bound 
and well presented book on direct 
mail for agents. First offered to 
the field in 1927, it has been refined, 
modernized and made more and 
more effective through the years. 
The present service was announced 
at the start of 1946, and in the first 
nine months following, its use in- 
creased 516% over the same period 
of the preceding year. Three rules 
are stressed: (1) Seek prospects 
constantly (2) Order lead service 
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Ou The Cover 


IRST row, left to right: A Col- 

lege Education Costs about §$3,- 
000 . . . To Save this Sum Begin 
Now!—Reliance Life; Monthly Cal- 
endar Blotter—Union Central; When 
the Clock Strikes Twelve Ushering 
in Oct. 24 (Date is personalized)— 
Opening spread of Business Reply 
Card entitled “Time!’—Massachu- 
setts Mutual; $120,000 and Broke— 
Inside spread from folder entitled 
“Financial Success for You”—Re- 
liance Life. Second row: Which—a 
roof or a mortgage over the heads 
of your family?—Inside page of 
four-page folder entitled “When a 
House Becomes a Home”—Bankers 
Life of Nebraska; Blueprint for 
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PROSP 


letters consistently and (3) Follow 
up the letters efficiently. Both let- 
ters and folders are used. A fee of 
$5.00 is charged the agent for each 
150 names circularized. 

Letters are available on age 
change, clean-up and family in- 
come, mortgage, opportunity plan 
for children, college plan, retire- 
ment incomes for men and for 
women, “perfect protection” and 
age change and “thank you” letters. 
A booklet outlining eight sales talks 
for use in connection with follow 
up is a further important feature 
of the plan. 


Sales Aids 

Two sales kits for pre-interview 
preparation are offered by Bankers 
Life of Iowa, which also provide a 
convenient method of filing addi- 
tional sales promotion material per- 
taining to the subject. 

The first two kits were presented 
in a dramatic way to approximately 
six hundred salesmen attending a 
general School of Instruction which 
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Protection—Inside Spread from 
folder entitled “One House That 
You Can Build Now”—Union Cen- 
tral Life; Co-ordinated Estates— 
New England Mutual; The Stop 
Signs for Earning Power—Franklin 
Life. Third row: “and they lived 
happily ever after’—Fidelity Life 
Association; Plan Today for a Hap- 
pier Life for Your Daughter To- 
morrow—American National. Fourth 
row: Futures, Assured—New Eng- 
land Mutual; Take 5 Years to De- 
cide—Excelsior Life, Toronto; The 
Security “20” Plan—Security Mu- 
tual Life, Lincoln, Neb.; Sooner or 
Later—Each of Us Must Provide a 
“Clean-Up” Fund—Excelsior Life, 
Toronto; “A Life Income Plan for 
You—Fidelity Mutual Life. 
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was held in the Home Office audi- 
torium. A standard projector and 
a full-size screen and mixer panel 
facilities for sending both music 
and voices over the loud speaker 
system were utilized. Appropriate 
music was used at the introduction, 
at the interludes, and at the con- 
clusion of the presentation. The 
voices of three men, all concealed 
from the audience, were used in 
reading the script. The slides por- 
trayed important parts of each part 
of the message. 

The effectiveness of the presenta- 
tion was bourne out by the fact 
that practically every manager and 
salesman immediately ordered both 
kits. Plans are now in process for 
the preparation of similar kits for 
fourteen additional topics! 

(We commend Bankers Life for 
their foresight in realizing the need 
for really “selling” the field on any 
sales aid, no matter how good.) 

In pursuance of its policy to con- 
centrate on point-of-sale aids for 
its representatives, American Na- 
tional of Galveston offers a number 
of pieces of literature to be used 
during the interview. One proposal 
form, called “The Guaranteed In- 
vestment Plan” has an interesting 
angle in that it is really a dual 
presentation used to illustrate an 
annual premium annuity with a 
“shift” to retirement income life 
insurance if the prospect is insur- 
able. The display itself is arranged 
to accentuate the investment values. 

The American National’s “Child’s 
Immunization Record Card” is a 
boon to parents of small children 
as it provides for data and dates on 
“shots” against small pox, whoop- 
ing cough, pertussis, diphtheria 
(Shick test), scarlet fever (Dick 
test), typhoid fever, tetanus and 
“other.” 

Other proposal forms, all unique 
in some respect, deal with educa- 
tional endowments, double protec- 
tion, family income, mortgage can- 
cellation, etc. Work sheets, with 
complete calculations, are provided 
for all proposals. 
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Co-ordinator-—New England Mutual 


Fidelity Mutual of Philadelphia 
goes in for illustrated proposal 
forms, its purpose being to equip 
the agent with attractive sales aids 
around which he can build con- 
vincing sales presentations. Cover 
designs illustrate the basic sales 
idea to be presented, whiie copy 
and art on the inside highlight the 
main points the salesman will dis- 
cuss. With such a “track” to run 
on, the salesman is virtually reading 
from notes (without the prospect 
being aware of it), and puts across 
every point, and in the right order, 
leaving out none. 

The standardized last page leads 
off with an illustration of values, 
statement of results and premium 
payments. Then comes a picture of 
the Home Office building, typifying 
the company behind the plan, with 
a brief paragraph regarding the 
Fidelity Mutual. 

“Slants on _ Selling,” monthly 
four-page bulletins, are used by the 
Commonwealth Life of Louisville 
to tell the agent how to sell a 
pian, then furnishing him with the 
tools with which to do it. For the 
fieldman, the company has built a 
tested, well-machined sales talk for 
each of the 12 bodies integral to its 
“chassis plan,” or prepared 
presentation. 

For the prospect, there is a com- 
panion piece for each sales talk. 
This takes the form of a presenta- 
tion folder giving the gist of what 
the agent has to say. It is, in 
effect, a triple-threat: it gives the 
agent a track to run on; it tells the 
story for the particular case when 
figures are filled in; and, in the 
company’s own words, “when left 
with a hesitant prospect it ferments 
overnight.” 

Like the weather, many of us 
talk about life insurance in action 
but few really do anything about 
it. Not so with the Franklin Life, 
however. <A_ loose-leaf portfolio 
furnished field men gives stories of 
actual death claims taken from the 
company’s files. Printed in two 
colors and embeilighed with photos 


sales 


24—THE SPECTATOR, January, 1947 


and drawings, the whole presents a 
lively picture of a rather dead 
(pardon me) topic. Smashing effect 
is achieved by use of testimonial 
letters, newspaper clippings, and 
facsimile checks. It is recognized 
that prospects are influenced in 
their buying decisions when they 
see actual illustrations of what has 
been done for other people. Au- 
thentic cases are added regularly to 
this booklet. 

Franklin Life is somewhat unique 
in that their briefs are not only 
timely and field-tested, but in the 
fact that, after the initial printing, 
comments and criticisms from 
agents are requested. Revisions in 
future printings are then made on 
the basis of the agents’ suggestions. 
Any story, no matter how powerful 
in itself, must be attractively pre- 
sented; hence, the company’s con- 
stant and meticulous attention to 
art, typography and layout. 

Simple but complete integration 
features the Bankers Life of Ne- 
braska’s literature on mortgage re- 
demption. Included in the kit on 
this subject is a portfolio cover; 
two direct mail letters; several! 
blank letterheads headed “Mortgage 
Redemption”; rate calculating card; 
another card showing balance per 
thousand at end of each year for 
FHA mortgages at 442% interest; 
a four-page illustrated folder; and 
a six-page (three-panel) leaflet en- 
titled, “When a House Becomes a 
Home.” “Let’s take a step,” says 
the latter, “which, so far as your 
family is concerned, practically re- 
sults in burning that mortgage 


” 


now. 


Somewhat unusual are the Se. 
curity Mutual of Nebraska’s “Dol. 
lar a Week Proposal Form” and 
“Rate Card.” These are designed 
to be used as a complete merchan- 
dising unit for the interview, with- 
out recourse to the rate book. New 
men find it relatively easy to make 
sales at once with this material, 
which also includes a planned sales 
talk. Many of the company’s older 
men, incidentally, have increased 
the size of their average policy 33%. 

Both emotional and factual ap. 
peals are incorporated in the Fi- 
delity Life Association’s “Double 
Protection” folder. This starts out 
by stressing the life situations that 
call for double protection, and then 
goes into the policy’s five popular 
features. Somewhat unusual is the 
inclusion, on the form itself, of 
three case histories showing claims 
actuaily paid under this particular 
policy. Thus, the folder winds up 
with proof of the statements made 
in the beginning. 

Visual sales books, introduced in 
January, 1946, are the most popular 
items among the Excelsior Life’s 
field force. Each is built around a 
popular “package” idea. Separate 
books are devoted to retirement in- 
come, twenty-payment and _ con- 
vertible. Each provides an orderly 
track for the salesman to follow 
as he keeps the prospect’s eye and 
ears both focussed on the sales 
story. After outlining the plan, 
the agent turns to the page which 
coincides with his prospect’s age, 
and has all the pertinent facts 
and figures pre-calculated for pre- 
sentation—and closing! These sales 
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pooks, six by nine inches in size, 
are highly pictorialized, colorfully 
presented and spirally bound; they 
are proving especially among an 
age group of prospects not gen- 
erally approached on a program 
basis. 

“The Organizer” is*the name of 
the Northwestern Mutual’s widely 
used visual sales manual. It is 
built on the basis of planned 
presentations and is not just a col- 
lection of graphic pages. A number 
of different presentations are in- 
cluded, and each new man is trained 
in using one or more of these. 
Agents are encouraged to add their 
own material to the book and new 
sheets are sent out to all owners 
quarteriy. 

“Coordinated Estates” is the term 
applied to New England Mutual’s 
visual sales presentation and work 
kit for coordinating and program- 
ming a prospect’s life insurance. It 
consists of five parts: 

(1) Family Check Book—tThe in- 
side cover contains a small repro- 
duction of a testimonial letter, fol- 
lowed by a series of pages headed 
“Estate and Family Income Re- 
quirements,” “Listing of Present 
Life Insurance Holdings,” and “Re- 
ceipt for Policies Received for 
Analysis.” 

(2) Analysis of Life Insurance— 
sample prepared by “William S. 
Hart” by “John Alden.” 

(3) Master File and Work Sheet 
for use with coordinated estates— 
covering such important matters as 
social security incomes, life insur- 
ance programs, family data, in- 
comes for survivors, policy status 
control, and beneficiaries, options, 
special factors, and _ settlement 
plans, concluding with the “reason 
for recommended program.” 

(4) Options Card—containing 
factors and figures for various com- 
pany options, family income com- 
muted va:ues, incomes from Na- 
tional Service Life Insurance con- 
tracts, amd cash values at various 


ages. 
(5) Coordinator—a five-by-nine 
window folder with card inserts, 


used as a visual tool for the Co- 
ordinated Estates presenta- 
tion. It aims to show the prospect, 
in the preliminary interview, an 
example of a life insurance estate 
coordinated; to present to the pros- 
pect a clear, simple picture of his 
problem and its solution, free from 
districting details of policy analysis 
and settiement options; and to give 
the agent a definite track for the 
closing interview. Agents find that 


sales 
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it helps in arousing interest, cre- 
ating desire, presenting proof-points 
and answering objections. The plan 
also helps cement the policyholder 
to the agent as a client, for the 
agent has presented him a com- 
pleted record of his life insurance 
estate, which also serves as a policy 
audit. 

An outstanding feature of the 
Coordinator is the use of graphic 
“block cards,” attractively printed 
in two or more colors. The agent 
carefully selects from a group of 
15 or 20 such cards those which will 
best fit the prospect’s situation and 
the solution to his problems to 
submit. 

Arrangement to permit the in- 
dividual salesman to re-arrang2 the 
material to suit his own individual 
selling methods also features the 
visual sales kit of the Reliance Life 
of Pittsburgh. Introduced to the 
field last August, the kits are sold 
at $2.50 each, the price including 
the ring binder, transparent en- 
velopes and illustrated pages. To 
ilustrate the proper use of this 
visual sales aid, prepared sales talks 
based on different selections of 
pages are issued to the agents in 
pamphlet form. 





Whenever a Reliance agent pur- 
chases such a kit, his name goes on 
a special mai:ing list. To this list 
are sent all subsequent additions to 
the kit, such as new illustrated 
pages applying to varied insurance 
subjects, new prepared sales talks 
and other material useful in visual 
selling. Response of the Reliance 
salesmen to this new sales aid was 
greater than expected, with the re- 
suit that the entire stock of kits 
was exhausted in the first month 
after the announcement, necessi- 
tating a new edition. 

* * * 

The fact that each of the pieces 
discussed this month, according to 
the size-group of the company con- 
cerned, has received recognition as 
outstanding in its field, warrants, 
we believe, careful study—not so 
much as to details, but as to the 
principles involved. 

We'll be with you again next 
month, when together we’ll take up 
the intriguing subject of policyhold- 
ers, embracing prestige and good- 
will builders, and the furtherance 
of favorable po.icyholder and pub- 
lic relations. 

We'll be looking for you; please 
be looking for us. 
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Richard “Tyler, grandson of Spectator Executive 


INSURED FOR $3,000,000 


Sy Philip 4. UcDounell 


Associate Editor, THE SPECTATOR 


ESPITE the fact that he is 

generally acknowledged to be 

one of the world’s leading ac- 
tors, 14-year old Richard Tyler has 
all the dreams, hobbies and inter- 
ests of the average youngster of 
that age. The star of Moss Hart’s 
current New “York stage hit, 
“Christopher Blake,” is unperturbed 
by all the publicity, fanfare and 
attention being showered on him by 
critics and the public alike. Re- 
porters interviewing Dickie Tyler 
are amazed to find him unaffected 
by his fame—and income—and more 
interested in comic books than in 
the rave notices about himself that 
have filled the New York press 
since the opening of the Music Box 
presentation November 30. 

Tyler is perhaps best known to 
the American public at large by his 
part in the “Bells of St. Mary’s” in 
which he was taught to box by the 
Mother Superior (Ingrid Bergman). 
Although he has appeared often on 
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both stage and screen, he best re- 
members his work in this Bing 
Crosby production for, as he says, he 
“discovered a very wonderful per- 
son” in the famous Ingrid Bergman. 
Movie-goers will recall the humor- 
ous scene in which Miss Bergman 
skillfully dodged his wild swings in 
his efforts to illustrate the art of 
being a coy and fast fighter. But 
what isn’t common knowledge is 
that Dickie actually gave the leading 
lady of Hollywood a terrific black 
eye and, according to the youthful 
star, she took it “like a sport.” 


With the usual curiosity of a 
young boy, Richard Tyler is anxious 
to learn and frequently asks ques- 
tions that are almost too much for 
the adults around him. Upon the 
shoulders of his grandfather rests 
the final responsibility for knowing 
all the answers. His grandfather, 
Thomas Z. Tyler, an executive 
member of the reasearch bureau of 
The Spectator, occasionally finds his 








grandson’s questions embarrassing. 
Incidentally, this is no easy task for 
Mr. Tyler has accumulated a vast 
fund of knowledge during the course 
of a long and busy life. Even so, he 
was definitely stumped one evening 
recently when he was attempting 
to explain at length the whys and 
wherefores of the national budget 
and debt. All of which made sense 
to the youngster’s keen mind, until 
the staggering size of the national 
debt was mentioned. 

“How can there exist such a figure, 
when there isn’t that much money 
in the whole world,” he queried. 


(Continued on Page 54) 
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Largest stock industrial 

insurance company in the world 
transfers ownership to policyholders. 
Continuation of same 


sound management assured. 


SIGNIFICANT and inspiring 
A\ vase in the history of United 

States business will be written 
in Cincinnati, when the Western and 
Southern Life Insurance Company 
of that city is formally mutualized, 
and President Charles F. Williams, 
co-founder of the company, turns 
full proprietary control over to the 
policyholders. Henceforth, they will 
receive, in the form of policy divi- 
dends, all profits earned by the 
company. They will likewise be- 
come the beneficiaries of the in- 
calculable good-will and confidence 
built up in more than 50 years of 
careful management by the Williams 
family. 

A consummation of this kind, 
which so perfectly realizes the aims 
of social and economic justice with- 
in the framework of the American 
system of free enterprise, could only 
happen in the life insurance in- 
dustry. And it could only happen, 
of course, where management—as 
exemplified in this instance by Mr. 
Williams—entertains a stern sense 
of its responsibility to all the mem- 
bers of society upon which the 
operations of the company touch. 

Back in the Nineteenth Century 
and in the early decades of the 
Twentieth Century, American busi- 
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CHARLES F. WILLIAMS 


ness genius operated in a free and 
unrestricted economy and in an en- 
vironment of expanding population 
and geographical frontiers. With 
such a background, it was perhaps 
natural that the business giants of 
those days concerned themselves 
principally with the creation and 
unlimited expansion of various com- 
mercial and industrial enterprises, 
and with the accumulation of vast 
private fortunes without much re- 
gard to the broad social and eco- 
nomic responsibilities such owner- 
ship would eventually entail. This 
was the era of the elder Rockefeller 
in oil, of Jim Hill and E. H. Harri- 
man in railroads, of John Mackay in 
mining and communications, of 
Andrew Carnegie in steel, etc. It 


probably never occurred to these 
rugged pioneers that their heirs and 
assignees would have as big a prob- 
lem in disposing of these great hold- 
ings as their progenitors did in 
creating them. 

But under the pressure of public 
opinion and such legislation as is 
embodied in the Sherman Anti- 
trust Law, the “death-sentence” for 
holding companies, the SEC regula- 
tions, etc., we have witnessed, in the 
last 20 years or so, a studied, labor- 
ious tearing-down of the financial 
empires, which were so insouciantly 
created by the short-lived dynasty 
founders of the Eighties and Nine- 
ties of the last century. In some 
cases, family identification with the 
management has been rather ten- 
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uously maintained, despite wide- 
spread dissemination of stockhold- 
ings, but continuity of control has 
been more nominal than actual. The 
truth is that most of the great busi- 
ness institutions of several genera- 
tions ago were put together with 
skill and considerable daring but 
with slight comprehension of the 
magnitude to which they would 
grow and the public interest which 
their affairs would eventually as- 
sume. Consequently, most of the 
great enterprises once dominated by 
single families have been broken up 
and their ownership and control dif- 
fused, either by governmental regu- 
lation or by the natural workings of 
our greatly expanded economy. 


How different is the story of the 
Western and Southern Life Insur- 
ance Company! Here is a private 
stock company that was organized 
back in 1888 by two young Ameri- 
cans, William J. Williams and 
Charles F. Williams, at the flood 
tide, one might say, of ruthless in- 
dividualism in American business. 
But there was this difference in 
their plan and design. In order to 
launch their enterprise, they had to 
go out and raise $100,000 of capital 
stock. And they knew that for a 
great many years, while they nour- 
ished and carefully expanded the 
resources and operations of the com- 
pany, it could be conducted most 
advantageously on a capital stock 
basis. But at the very outset they 
looked beyond to the day when’ the 
company would have grown to such 
size and strength that it could be 
converted to a mutual company, 
owned by its policyholders, and 
therefore assured of a permanent 
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CHARLES M. WILLIAMS 


Charles M. Williams, executive vice- 
president of The Western and Southern, 
was born on Aug. 21, 1912 in Cincinnati. 
He was educated in private schools there 
and received his A.B. degree from George- 
town University, Washington. Since his 
school years, he has been actively engaged 
in the affairs of The Western and Southern. 
During World War Il he was associated 
with the Institutum Divi Thomae, a sci- 
entific and experimental institution under 
the sponsorship of the Archdiocese of Cin- 
cinnati. Its entire efforts were devoted to 
special projects connected with the war. 
He returned to The Western and Southern, 
after the close of the war, to resume his 
post as executive vice-president of the 
company. 

William J. Williams graduated from 
Georgetown University in 1937 and spent 
the following year at the Harvard School 
of Business Administration. Beginning in 
the summer of 1934, he spent each of his 
succeeding vacations in active work in the 
field for The Western and Southern so 
that, upon his graduation from Harvard, he 
was appointed assistant superintendent of 
agencies at the home office. In 1939 he 
was promoted to superintendent of agen- 
cies of the Northern territory and in 1941 
to field vice-president. At the outbreak of 
the war he immediately volunteered for 
military service. He was commissioned a 
2nd lieutenant in the Army of the United 
States and served in the Army Air Forces. 
He was advanced to the grade of Captain 
and was attached to the 505th Bomb 
Group. Upon his discharge from the serv- 
ice in 1945, he returned to his former posi- 
tion of field vice-president of The Western 
and Southern. 

James R. Williams, upon graduation from 
Georgetown University in 1938, entered the 
service of The Western and Southern as 
assistant treasurer and remained in that 
capacity until the outbreak of the war. On 
Sept. 21, 1940, he was appointed a 2nd 
Lieutenant in the National Guard of the 
United States. Mr. Williams had a wide 
and varied military experience in the Army, 
attaining the rank of Major prior to his 
honorable discharge on June 17, 1946. 

Upon his return to The Western and 
Southern, he was promoted to the position 
of treasurer and is actively in charge of the 
investment policies of the company. 


place in the social and economic 
fabric of the country. 

To be sure, these two young 
brothers were lacking in none of 
the shrewdness characteristic of the 
Welsh strain that dominated their 
blood. And they wanted to make 
some money for themselves and 
their families. But they had the 
vision to see then that, if the life 
insurance company which they were 
launching succeeded in the way they 
hoped it would succeed, it would be- 
come something bigger than them- 
selves and bigger even than the 
interests represented by the owners 
and heirs of the venture capital 
which made initiation of the com- 
pany possible. The thought of be- 
queathing a life insurance company 
to its policyholders appealed to 
them. It was thus this admixture of 
vision and idealism, plus uncommon 
business ability, which put the 
brothers Williams a peg above many 
of their able contemporaries. And 
that is why the current disposition 
of the ownership of the company 
represents a triumphant chapter in 
the Williams family history. 


For all the breadth of their vision, 
the Williams brothers were content 
to start small, expand slowly, and in 
general conduct the operations of 
their company in a sensible and con- 
servative way. The Western and 
Southern Life began as an industrial 
life insurance company strictly, with 
the specific purpose of providing 
minimum protection on the lives of 
industrial workers in the Ohio valley 
and Middle Great Lakes areas. It 
early determined on a policy of per- 
sonalized service and, in order to 
insure that the operations of the 
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company would not outrun the abil- 
ity of the home office force to pro- 
yide this type of service to all 
policyholders, it was made a fixed 
rule that no agency would be estab- 
lished which would require more 
than an overnight ground ride from 
Cincinnati. 

Basically, the company has never 
departed from this principle. Its 
great growth has been accomplished 
by an intense cultivation of territory 
close to home. To this day, the 
company has never advanced east of 
Pittsburgh nor West of St. Louis. 

The financial policy of the West- 
ern and Southern was equally con- 
servative. The original $100,000 of 
capital was harbored with great 
care and no dividends were paid out 
during the early years when the 
company was establishing itself. 
The elder brother, William J. Wil- 
liams, held the office of president. 
Charles F., who had taken his law 
degree from the University of Cin- 
cinnati, served as vice-president and 
general counsel. Together they 
hand-picked the company’s home- 
office and agency personnel, person- 
ally scrutinized every phase of every 
operation, and by precept and ex- 
ample indoctrinated the entire staff 
with the Western and Southern’s 
guiding principles of (1) prompt and 
personalized service, and (2) ful- 
fillment to the letter and beyond of 
every contract made. 

By 1890, after two years of opera- 
tion, the Western and Southern’s 
books were something short of phe- 
nomenal but the brothers had an 
idea that they were in the life insur- 
ance business to stay. After all, 
premium volume in that year was 
piling up at the rate of $300 a day 
and new insurance writings were 
averaging about $8,700 a day. (In 
the year just closing, Western and 
Southern’s premiums averaged over 
$150,000 a day, and new insurance 
writings over $600,000 a day). 

In 1901, the company first engaged 
in the writing of ordinary life, and 
this mostly as a minor adjunct to its 
industrial business. It shortly pro- 
ceeded to pursue ordinary life busi- 
ness in earnest, however, and the 
rate of growth, though not the 
volume, of this type of business has 
long outstripped industrial writings 
on the company’s books. Today, 
about 40 per cent of the insurance 
in force with Western and Southern 
is in ordinary life. 

Shortly after the first world war, 
when the company’s total insurance 
in force was bumping the half-bil- 
lion dollar mark, William and 
Charles Williams began to discuss 
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with each other the particularities 
of their old ambition of mutualizing 
the company. All during their 
careers, despite their great personal 
success as proprietors of a stock 
company, they had never swerved 
from their belief that the ideal type 
of structure for a truly large life 
insurance institution was that of 
mutual ownership. Mutualization 
was, they were agreed, the most 
fitting, useful, and permanent con- 
tribution which they could make to 
the policyholders of the Western and 
Southern Life and to the society in 
which they lived and desired to 
serve. 

But the Williamses had learned a 
lot about insurance underwriting 
and management in some forty-odd 
competitive years in the business. 
Mutualization, they concluded, was 
a worthy ideal which could be re- 
alized to the extent of its full pos- 
sibilities only when the company 
was on a relatively equal footing, in 
respect to insurance-in-force, with 
the leaders of the business, and 
when the home office and agency 
force had been welded into an or- 
ganization of the highest efficiency 
and self-perpetuating drive. After 
studying carefully where Western 
and Southern stood and where it 
could go, they determined that when 
the insurance in force had been built 
up to $1,000,000,000 or more, they 
would begin the steps necessary to 





turn the company over to the per- 
manent control and ownership of its: 
policyholders. This decision is re- 
vealed in the will of William J. Wil- 
liams, which was drawn up in the 
year 1946 and was publicly con~ 
firmed in 1939 by Charles F. Wil- 
liams in the course of his testimony 
before the T.N.E.C. hearings in 
Washington. 

In November, 1930, William J. 
Williams died and was succeeded in 
the presidency of the company by 
his brother Charles. Under the lat- 
ter’s leadership, the progress of 
Western and Southern proceeded 
without break. By 1940, assets of the 
company had reached $189 million, 
as compared with $115 million ten 
years earlier; premium volume, de- 
spite intervening depression years, 
had risen from an annual rate of $27 
million in 1930 to over $30 million 
in 1940, and in the next year, 1941, 
insurance-in-force soared beyond 
the magic billion-dollar mark. 

Now, in point of size, the company 
was ready for mutualization, but the 
advent of war forced postponement 
of the move. Among other good 
reasons for withholding radical re- 
organization of the structure of the 
company was the fact that Mr. 
Williams’ three sons, whom he had 
trained to assume some of the bur- 
dens of company management, vol- 
unteered for service in the war 
effort—James in the infantry, Wil- 
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liam in the air force, and Charles in 
chemical research. 

In this situation, the elder Wil- 
liams found it necessary to get back 
into harness in an intensely active 
way and assume again the day-by- 
day details of management of the 
company. It required long hours of 
hard work but Mr. Williams ap- 
peared to relish it. He has always 
possessed a comprehensive, instant 
knowledge of the requirements for 
business dealings in the eight States 
in which the Western and Southern 
operates. He knows Illinois, Indiana, 
Kentucky, Michigan, Missouri, Ohio, 
Pennsylvania, and West Virginia as 
few persons know them from a life 
insurance standpoint. Under his 
hand assets rose, during the war 
period, from around $200 million to 
almost $300 million at the close of 
business in 1945; surplus to policy- 
holders rose from around $30 million 
to $40 million, and insurance in 
force reached almost $1.7 billion. 

At the close of the war, his or- 
ganization again intact as to per- 
sonnel, Mr. Williams was able finally 
to get down to brass tacks on mu- 
tualization. But one final obstacle 
was to show itself. A large Eastern 
investment syndicate, impressed 
with the earnings, the portfolio, and 
the prospects of the Western and 
Southern Life, came forward with 
an extremely handsome offer to 
purchase a controlling interest in 
the stock. In point of fact, the offer, 
if accepted,- would have netted the 
owners twice the amount of capital 
funds that stockholders will with- 
draw under the plan of mutualiza- 
tion designed by Mr. Williams. But 
Mr. Williams had a _ rendezvous 
with a dream that two young men 
had envisioned 58 long years ago. 
He proceeded with the final steps 
necessary for approval of his mu- 
tualization contract. 


So, instead of accepting a bona 
fide offer in excess of $70 million 
for their equity in the Western and 
Southern Life, shareholders will 
withdraw only the $30 million of 
capital stock and a sum of approxi- 
mately $10 million in earned sur- 
plus. The terms are so favorable to 
the policyholders that the surplus 
funds of the new participating West- 
ern and Southern Life will compare 
favorably, on a basis proportionate 
to assets and reserves, with those of 
any of the leading life insurance 
companies in the business today. 
‘What is more important, the trans- 
fer of ownership by mutualization 
rather than sale, assures the policy- 
holders a continuity of management 
—the same management which has 
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brought the company along so hand- 
somely over a 58-year span—and a 
continuation of the policies of per- 
sonalized service upon which they 
have grown to depend. 

Unique as an action of this kind 
is in business history, it is entirely 
consistent with the character of 
Charles F. Williams, who has ex- 
hibited a strong sense of civic con- 
sciousness all his life and who has 
been a genuine philanthropist of the 
heart as well as the purse. As a 
young man he was interested in 
public service, rather than politics, 
though if he had sought political 
success it is doubtful if any office 
in his State would have been beyond 
his reach. Before he was 30 he 
served in the Ohio Legislature and 
was chairman of the Hamilton 
County delegation in that body from 
1901 to 1906. His legal talents are 
considerable and he served as 
deputy attorney general for South- 
ern Ohio from 1907 to 1911. Later 
he was counsel to United States At- 
torney-General George W. Wicker- 
sham. 

In respect to charities and cul- 
tural activities of a civic nature, it 
is taken as a matter of course in his 
home city of Cincinnati that Mr. 
Williams will shoulder the burden 
of every drive or movement of 
merit. To name but a few of his 
civic affiliations, they have included: 
Chairmanship of the Community 
Chest drives; Ohio director for the 
Century of Progress Exposition; 
chairman of the State Tax and 
Mortgage Delinquency Committee; 
member of the National Citizens 
Committee, Welfare and Relief Mo- 
bilization; president of the Cincin- 
nati Property Owners Association; 
chairman of the Cincinnati Warm 
Springs Foundation benefit; director 
of the American Red Cross; Chair- 
man of the Cancer Control Council 
at the University of Cincinnati; Di- 
rector of the Institutum Divi 
Thomae, a medical research organi- 
zation. For his work in this connec- 
tion the Atheneum of Ohio con- 
ferred on him the degree of Doctor 
of Science. 

In 1932, Xavier University 
awarded Mr. Williams an honorary 
LL.D. degree, and he has been 
honored for his charity and char- 
acter by Papal designation as Knight 
of St. Gregory and Knight of Malta. 


Mr. Williams is accepted as a 
leader in advanced life insurance 
administration. His counsel is 
sought on all matters vital to the 
welfare of life insurance. As a re- 
cent recognition of this is his elec- 
tion last week to the Board of Direc- 


torate of the Institute of Life Insur. 
ance. 

As a crowning achievement in aq 
vigorous life of service to insurance 
and to his fellow man, Charles F 
Williams is turning over the West- 
ern and Southern Life to its policy. 
holders when that company is at the 
very peak of its strength and po- 
tentialities. The company has over 
a quarter of a billion dollars in 
assets and in point of annual pre- 
mium volume and business written 
it is at an all-time high and on the 
crest of a sharp up-curve. The com- 
pany’s portfolio is copper-riveted 
for soundness with 70 per cent of 
assets in U. S. Government bonds, 
20 per cent in carefully selected 
mortgage loans, and about 10 per 
cent in guaranteed stocks. Real es- 
tate comprises’ only three per cent 
of the company’s total assets and 
this item is carried by the company 
at 74.6 per cent of cost. 

The management of the company 
is represented by a genuinely har- 
monious group of executives, skilled 
and experienced in their duties, and 
all of them 100 per cent behind Mr. 
Williams in his preference and am- 
bitions for the Western and South- 
ern as a participating, policyholder- 
owned company. His three sons are 
important cogs in the organization. 
Charles M. Williams is the executive 
vice-president in complete charge 
of company operations under his 
father. William J. Williams, field 
vice-president, is in charge of 
agency operations, and James R. 
Williams, vice-president and treas- 
urer, is in charge of investment 
policies. 

Other officers include: John F, 
Ruehlmann, W. C. Safford, C. C. 
Stayman, W.C. Willging, P. Volmer, 
W. O. Burns, A. O. Payton, and L. 
Schram, vice-presidents; R. C. 
Massa, secretary; I. E. Sanford, 
vice-president and comptroller; R. 
J. Learson, vice-president and 
actuary. 

In paying off his promise to him- 
self of over half a century ago, 
Charles F. Williams—and his family 
along with him—is doing the entire 
life insurance industry, as well as 
the policyholders of Western and 
Southern, a service of importance. 
Now one of the first 20 companies 
in size, the Western and Southern 
is assured of a long and useful 
future uninterrupted by upheavals 
in management and unfettered by 
disputations among stockholders 
which might otherwise one day 
arise. All in all, this ingratiating 
chapter on the indomitable brothers 
Williams adds lustre to the saga of 
life insurance in America. 
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HIS magazine has continually 
and openly criticized the pres- 
ent practice of taxing annuity in- 
come on the basis of 3% of the con- 
sideration paid for the contract. It 
now takes pleasure in presenting 
the following information: 

On September 27, 1945, the House 
of Representatives passed H. R. 2948 
which would exclude from gross 
income annuity payments made 
under the Civil Service Retirement 
Act in the amount of $1,440 per 
year, despite the opposition, of the 
Ways and Means Committee and 
the Treasury Department. When 
this bill reached the Senate, it was 
referred to the Finance Committee, 
which requested the Joint Commit- 
tee on Internal Revenue Taxation 
to study and report upon the meas- 
ure. The following excerpts from 
this report would seem to require 
no further comment: 

“Annuitants as a class are now 
exposed to an erratic method of 
taxation. While the principal upon 
which the tax is based is both well 
established and logically correct, 
the formula used in its application 
is faulty. For most types of an- 
nuities the results obtained are un- 
satisfactory. . 

“A strong case exists for with- 
drawing the 3-per cent rule and 
substituting a uniform yearly ex- 
clusion based upon the size of the 
annuitant’s contribution and upon 
his life expectancy at the time the 
annuity period begins. .. .” 

In regard to the logic behind the 
3-per cent rule, the report states: 

“The existing Federal tax on 
pensions and annuities is based 
upon the idea that the tax on the 
annuity payment should be re- 
stricted in such a manner that no 
tax is levied upon the return of the 
annuitant’s principal or ‘contribu- 
tion.’ The latter is supposed to have 
been taxed as a part of the annui- 
tant’s income at the time of its ac- 
cumulation. To tax it again when 
it is received as an annuity pay- 
ment is regarded as discriminatory 
double taxation. Hence an attempt 
is made to restrict the tax on the 
annuity payment to the other ele- 
ments which it contains. 
“Precedent exists for a more 
drastic method of taxation which 
starts with the presumption that 
since the annuity payment is com- 
monly treated as income by the re- 
cipient, the entire payment ought 
to be taxed as such. Annuities are 
taxed in this fashion in Great 
Britain and in the State of Massa- 


(Continued on Page 44) 
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TAXING ANNUITY INCOME 


“Annuitants as a class are now exposed to an erratic method of 
taxation. While the principal upon which the tgx is based is both 
well established and logically correct, the Pra. used in its appli- 
cation is faulty . . . The results obtained are unsatisfactory." 


Sy Formnest L. WUorton 
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F ALL the businesses and 
O forms of endeavor in Amer- 

ica, insurance has been one of 
the last to awaken to the need of a 
comprehensive, well planned public 
relations program. In the field of 
accident and health insurance ef- 
forts in this direction have hardly 
passed beyond the speculative stage. 
Yet there is perhaps no segment of 
the entire insurance industry which 
holds, today, the public interest as 
does accident and health insurance. 
This is evidenced by the continued 





remarkable growth of the business 
so noticeable during the past sev- 
eral years. With accident and health 
premium volume at an _ unprece- 
dented high of nearly $700,000,000, 
with an estimated fifty millions of 
persons covered by insurance com- 
panies and Blue Cross Plans, and 
with an increasing public demand 
in legislative halls for minimum 
coverage for non-occupational haz- 
ards spread over a larger segment 
of the population, there could re- 
main little doubt of the vast public 


The Importance of a Public Relations Program to 


ACCIDENT AND HEALTH 
INSURANCE 


By 9. F. Follmann, Gr. 


Manager, Bureau of Personal Accident and Health Underwriters 


ULL MUU UUM LLU 


32—THE SPECTATOR, January, 1947 


interest in protection against the 
hazards of accidents and sickness, 
both from the standpoint of in. 
come protection and reimbursement 
for medical, surgical, and hospital 
costs. 

It does not appear of too much 
interest to investigate the reasons 
why the accident and health insur- 
ance field has so long neglected a 
public relations program. The sub- 
ject of public relations is a broad 
and extremely intangible one. Its 
results are costly of attainment and 
often very difficult of measurement. 
It is not an easy task to convince 
practical men of its value. Only 
after results can be observed, this 
in Many instances requiring quite a 
period of time, are they convinced. 
Yet, as has been proved in other 
fields, the effects of a well con- 
ceived public relations program are 
so far reaching in importance as to 
defy their being further ignored. 
Of greater interest, then, is an ex- 
amination into the question of 
whether or not it is important that 
accident and health insurance in- 
terests enter into a public relations 
program and if so, what forms such 
a program should assume. 

In considering the question of the 
importance of a public relations 
program to accident and health in- 
surance, five closely interwoven 
factors present themselves. The 
first of these, and -having distinct 
bearing on all the others, is that of 
the general misconceptions concern- 
ing accident and health insurance. 
Here is a business which annually 
collects from and pays out to policy- 
holders millions of dollars. Yet 
how much does the public know 
about that business? One general 
impression is that an accident and 
health policy is one which “gives 
you the benefits in large type and 
takes them away in type too small 
to be read with the naked eye.” 
Yet the statutory minimum size of 
type in an accident and health 
policy is larger than that for any 
other branch of insurance, the laws 
of most states requiring that excep- 
tions to and exclusions from the 
coverage be printed more promi- 
nently than the benefits. ° 

Another general impression, re- 
cently verified by factual survey, is 
that the policy contract is not as 
simple as it could be and that this 
is so because insurance companies 
deliberately desire to confuse the 
public. This same survey further 
revealed that a sizeable percentage 
of the insured public feel that the 

(Continued on Page 50) 
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WHAT MAKES | 
DIRECT MAIL > a 





’ 


|. ORDER to make direct mail 
click, it is necessary to know what 
direct mail is, and then apply it to 
your everyday work plans. 

There are three kinds of direct 
mail. The first kind is called reply- 
seeking direct mail. 

The second kind is called inter- 
view-seeking direct mail. 

The third is called prestige-build- 
ing direct mail. 

All three of these kinds of direct 
mail are very important. However, 
most agents face the problem of a 
fluctuating income. This fluctuat- 
ing income is definitely related to 
Prospects, and it is important to 
have new people to see all the time. 
You must have that continuous flow 
of Prospects. This can be helped 
by a proper Direct Mail Program. 

Let us examine each of these 
three kinds of Direct Mail and see 
how they can be applied to your 
work habits. 

The Reply-Seeking Direct Mail 
is in reality Prospecting Direct 
Mail. Since the main problem in 
leveling your income to avoid fluc- 
tuation is to have a continuous flow 
of Prospects, you should definitely 
incorporate Reply-Seeking Direct 
Mail into your work plans. 

You do not have to concern your- 
self about the cost of such a pro- 
cedure, because you will find that 
it will more than pay for itself as 
you go along with it. In other 
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Sy George E. Speakman 


Home Office Agency 


Penn Mutual Life Insurance Company 


words, you are not going to send 
Direct Mail for the fun of it. You 
must get a profit from it. So you 
approach it from the angle of how 
many replies you can absorb in 
your work plan each day. You 
determine how many new people 
you can see each day in addition 
to those you are normally going to 
call on. This will vary somewhat, 
depending on whether you are a 
new or an established Underwriter. 
Can you handle two more calls 
each day? Remember, this is an 
everyday routine. It doesn’t make 
any difference if it snows or rains. 
You still must make two extra 
calls a day! 

In using Reply-Seeking Direct 
Mail, it is natural for you to send 
the letter which brings to you the 
greatest number of replies. At the 
present time, for the group of 
people with incomes of $5,000 or 
less, the subject of the letter is 
Social Security. Next year, or five 
years from now, some other subject 
may prove to be of greater interest, 


and as a consequence, a different 
letter may have greater pulling 
power. But the Social Security 
letter is the one to use at this 
time. Throughout the country, the 
replies are running between ten 
and fourteen per cent. People 
earning more than $5,000 a year 
are not interested in Social Secur- 
ity, but they do reply in approxi- 
mately the same ratio to the letter 
offering the “Handbook of Life In- 
surance.” These people do not reply 
unless they are at least interested 
in their present Life Insurance. 
Therefore, if you can use two re- 
plies every day or ten a week, then 
send 100 letters every week—week 
in and week out—but remember 
you must do it every week. 

The reason for this is that you 
must give the law of average a 
chance to work. Recently one 
Agent who was sending letters at 
the rate of 100 per week came back 
and asked—‘“Where do you get 
those figures from? I have sent 300 

(Continued on Page 48) 
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off a desk calendar for a brand 

new year, revealing a nota- 
tion “expect NwNL.” True to form, 
the first annual statement to be 
released in the insurance world 
came into this office from the North- 
western National Life Insurance 
Company with the complete report 
of its business through December 
31, 1946. 

The 62nd annual report reveals 
an 11 per cent increase in insurance 
in force, the total now standing at 
$685,226,548. Total assets amount 
to $140,658,170, with 55 per cent of 
them in United States Government 
securities, 14.3 per cent in public 
utility bonds, 11.0 per cent in first 
mortgage loans, 6.1 per cent in rail- 
road mortgage bonds, and 4.2 per 
cent in policy loans. Capital, vol- 
untary contingency reserves and 
other surplus funds in excess of 
legal requirements total $10,202,603 

Premiums from policyholders 
amounted to $18,148,981 during 1946. 
Total income, including interest on 
investments, premiums paid in ad- 
vance and proceeds of matured 
policies left with the company at 
interest reached $27,929,873. De- 
clining mortality rates have been 
offset by rising taxes, increased costs 
of operation, and a steady fall in 
interest rates obtainable on high- 
grade investments. The company 
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NCE more the cover was torn 





is participating with other leading 
life companies in an investment 
research program, combining a 
search for a solution of this prob- 
lem with a study of the broad social 
and economic benefits of life in- 
surance investments, 


1946—In Canada 


Life insurance companies’ pay- 
ments to Canadians during 1946 
totalled about $165,000,000, the 
greater part of which went to liv- 
ing policyholders, said Edwin C. 
McDonald, of Ottawa, president of 
The Canadian Life Insurance 
Officers Association, in a New 
Year year-end statement. 

Mr. McDonald reviewed the op- 
erations of the life insurance in- 
dustry during the past year—the 
100th year of the first Canadian 
company—and _ predicted healthy 
business conditions for the nation 
during 1947. 

“Having come through the most 
terrible upheaval the world has 
ever seen, Canada and her life 
insurance industry remain secure 


O. J. 
ARNOLD 





and trustworthy,” he said. “The 
whole world can learn much from 
Canada about how to co-operate 
and still compete, to combine maxi- 
mum . benefits with maximum 
efficiency. The people who co-op. 
erated to build this country and 
make it a boon to all the world 
have also made life insurance the 
biggest co-operative business with- 
in the country. 

“And just as Canadian private 
enterprise has enriched not only 
this country but the world, so the 
healthy competition among the 
more than 50 Canadian, British and 
American companies operating in 
Canada has given Canadians life 
insurance protection second only to 
that in the United States.” 


Mr. McDonald said that pre- 
liminary figures indicate that dur- 
ing 1946 Canadians obtained about 
$1,450,000,000 of new life insurance 
—an all-time record—and that the 
amount now in force stands at 
about $10,500,000,000. 


“That means,” he said, “that the 
average household owns_ about 
$3,500 of life insurance and that 
the average individual policyholder, 
of whom there are close to four 
and a half million, has almost 
$2,500.” 


The president estimated the assets 
of purely Canadian companies in- 
cluding their holdings abroad at 
$3,750,000,000, an increase of about 
$300,000,000 during the year, and 
the American and British com- 
panies’ assets within Canada at 
about $900,000,000. He emphasized 
that those sums, invested to meet 
the current and ultimate liabilities 
represented by insurance policies, 
are employed in literally thousands 
of governmental projects, industries, 
public utilities, municipal develop- 
ments and other enterprises. 

One of the most satisfactory 
features of the past year’s business 
has been the continuing low propor- 
tion of policy lapses and of sur- 
renders for cash values which have 
amounted to only one quarter of 
their rate 15 years ago, Mr. Mc- 
Donald said. 

“A problem facing the life in- 
surance companies particularly, be- 
cause of the long-term nature of our 
contracts, is the steadily declining 
rate of interest on our investments; 
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the rate is now about half of what 
it was 20 years ago,” he said. “One 
of the favorable factors influencing 
the rates has been the surprisingly 
low mortality rate in Canada dur- 
ing the war years, even including 
the casualties in the armed forces. 
I see no present indication that in- 
creases in premium rates for new 
policies will be any more general 
this year than in recent years.” 

Mr. McDonald said that the domi- 
nating factor in the growth of the 
business in Canada has been the 
work of the agents who, day in and 
day out, in good times and in bad, 
emphasized the need of adequate 
insurance programs and gave freely 
of their time and knowledge to the 
conservation and improvement of 
existing programs. 

“Judging by the historical record 
of our industry, the people of 
Canada would prefer this highly de- 
veloped and personalized service to 
having it undertaken by some im- 
personal Government official to 
whom the individual is not much 
more than a number”, he said. 
“Certainly the choice of one’s life 
insurance counsellor is a very im- 
portant one, for after all, who 
should be more intimately ac- 
quainted with his clients’ financial 
position, his hopes for the future 
and his need for protection, than 
the life insurance agent, if he is to 
give sound advice?” 


Dave E. Satterfield, Jr. 


The sudden and untimely passing 
of Dave E. Satterfield, Jr., execu- 
tive director and general counsel 
of the Life Insurance Association of 
America came as a great shock to 
the entire life insurance business. 
Although he had been associated 
with the business less than two 
years, he had served it with unusual 
diftinction and had won a high place 
in the regard and esteem of those 
connected with it. His passing, the 
result of a heart attack suffered on 
Christmas Eve as Mr. Satterfield 
was spending the holidays with his 
family in Richmond, Va., is a severe 
loss not only to the Association 
which he served so ably, but to the 
whole institution of life insurance. 
In his death, the business has lost 
a strong and able advocate, and his 
fellows in organization activity a 
cooperative and helpful associate. 





Mr. Satterfield joined the Asso- 
ciation as general counsel early in 
1945 after an outstanding career in 
the law and in public service, and 
was elected executive director and 
general counsel in November of that 
year. He began the practice of law 
in Richmond in 1916, and after serv- 
ing in the Navy during the First 
World War, resumed his legal acti- 
vities. He was elected Common- 
wealth’s Attorney in 1922 and con- 
tinued in that office through 1933, 
when he again engaged in private 
practice as a member of the firm 
of Tucker, Bronson, Satterfield and 
Mays. In 1937, he was elected to 
fill an unexpired term in the 76th 
Congress and was re-elected to the 
77th, 78th and 79th Congresses. Dur- 
ing his entire Congressional career, 
he was a member of the Judiciary 
Committee of the House of Repre- 
sentatives. He resigned from Con- 
gress in February of 1945 to go with 
the Association. 

He is survived by his wife, 
Blanche Kidd Satterfield, two sons, 
Dave E. Satterfield, III and Richard 


DAVE E. 
SATTERFIELD, 


JR. 








Benjamin Satterfield, and a grand- 
son, David E. Satterfield. 


Accident and Health 


More than 40 per cent of the 
workers in private industry are pro- 
tected by accident and health in- 
surance, it has been announced by 
the United States Chamber of Com- 
merce. This percentage was de- 
rived from a survey of 12 million 
workers. 

The announcement came as a re- 
sult of a survey by the Chamber’s 
insurance department showing that 
23,000 employers carried group in- 
surance for 5,928,333 workers. These 
employees were protected by in- 
surance which pays an average of 
$17 a week. About one-fifth of the 
employees covered by such policies 
were paid benefits in 1945. 

That the remainder of the 12 mil- 
lion workers were protected through 
wage continuance plans, employee 
benefit associations or similar pro- 
grams was shown in the survey. 


Training Program 

One more advanced step in the 
field of life insurance training and 
education contemplated for 1947 will 
be a program sponsored jointly by 
the American Life Convention, the 
Life Insurance Association, the 
Agency Management Association 
and the National Association of Life 
Underwriters. An eight-man com- 
mittee, made up of representatives. 
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of these four associations, is work- 
ing on the selection of a suitable 
candidate to head the new project. 

The purpose of the program is to 
supplement the work of the com- 
panies in training their field forces. 
Vincent B. Coffin, representing the 
Agency Management Association 
and Clifford B. Orr, representing 
the National Association of Life 
Underwriters, have been authorized 
by the joint committee to inter- 
view candidates and to recommend 
those deemed qualified to the com- 
mittee which, naturally, is anxious 
to secure a top-notch director with 
a broad life insurance training and 
educational background. Head- 
quarters for the director will be 
located in New York City. 


Thomas I. Parkinson 


There is no real danger of a de- 
pression in 1947, Thomas I. Parkin- 
son, president of The Eauitable Life 
Assurance Society said in a recent 
,New Year statement, but he warned 
that the carryover into 1947 of the 
suspicion, distrust and timidity that 
marked labor-management relations 
last year could disrupt “the climate 
of confidence” necessary for full- 
scale industrial expansion and busi- 
ness commitments. If labor con- 
tinues to make exorbitant demands 
with the real expectation of com- 
promise, and if management con- 
tinues to broadcast the possibility 
of ruin if labor’s demands are met 
or if rates and prices are not in- 
creased, a bewildered, long suffer- 
ing public will not use its present 
large buying power with confidence 
or enthusiasm, Mr. Parkinson stated. 

“Confidence on the part of both 
producer and buyer carries a tre- 
mendous weight in matters that ap- 
pear superficially to be purely with- 
in the realm of fact and figure 
economics,” he continued. “Confi- 
dence is vital in planning and com- 
mitments for plant expansion, im- 
provement of equipment, home pur- 
chase, renovation and credit buying. 
The manufacturer will not expand 
if he envisions a tightening market; 
he will not expand if he fears con- 
tinuous labor difficulties. The con- 
sumer will not buy if he lacks faith 
in a product, if he fears that his in- 
come will not remain sufficiently 
high to sustain present expendi- 
tures, and he will not buy on credit 
unless he has reason to believe that 
his salary is secure. 

“The possibility of a depression in 
1947 is a question that is on every- 
body’s mind as the new year begins. 
My very definite opinion is that a 
real depression at this time is not 
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ARTHUR L. J. SMITH 


Arthur L. J. Smith, retired pub- 
lisher and editor of The Spectator, 
died on Monday, December 16, at 
the Methodist Hospital of Brooklyn. 
Mr. Smith, who lived at the Mon- 
tauk Club, Brooklyn, was 86 years 
old. 


—— 


Born in Charleston, S. C., Mr 
Smith was a grandson of William 
Loughton Smith, a _ representatiy. 
in Congress. He attended high 
school in Astoria, Queens, and be. 
came a court reporter for the olg 
New York World at the age of 17, 

In 1879 Mr. Smith began a % 
year association with The Spectator 
Company. In 1888 he purchased , 
proprietary interest in the firm ang 
became business manager and 
editor. He held the presidency of 
the company from 1908 to 1929, 

In 1929 he sold his controlling jn. 
terest to the United Business Pub. 
lishers, serving as a director of that 
organization, which was later re. 
organized into the present Chilton 
Company, publishers of The Spec. 
tator and other trade publications, 
including The Iron Age, Hardware 
Age, Commercial Car Journal, and 
others. 

Mr. Smith formerly served as in- 
surance editor of the Standard Dic- 
tionary and for many years wrote 
insurance articles for the Ency- 
clopaedia Brittanica. He was a 
trustee of the Dime Savings Bank 
of Brooklyn, a director of the 
Hampton Point Estates Corporation, 
and a former director of the Man- 
hattan Bridge Three Cent Line. 





° Iu Wemoriam * 


EWS of the death of Arthur L. 

J. Smith in Brooklyn at the 
age of 86 after a short illness re- 
called to the older members of THE 
SPECTATOR exciting days under his 
leadership. Mr. Smith was a man 
of boundless energy, with an alert 
grasp of the many facets of both 
publishing and insurance. He had 
come to THE SPECTATOR when it was 
struggling with other insurance 
journals for that leadership which, 
under his direction, it was to 
achieve. His early appreciation of 
the prominence which insurance 
would attain in the development of 
America was accompanied by a 
recognition that its integrity and its 
repute must be beyond reproach. 
He felt that the insurance press 
must become the _ indispensable 
right arm of the institution of in- 
surance, aiding it to adopt its pro- 
tection and services to the needs of 
the American family and American 
business. He believed that an in- 


surance publication should be out- 
standing in character and independ- 
ence. 

Confident of the validity of these 
convictions, he set out with vigor 
and determination to make THE 
SPECTATOR essential to all who 
would understand insurance, its 
objectives and its accomplishments. 
He strove with marked success 10 
have Tue Spectator forthrightly 
and authoritatively present insur- 
ance to insurance men, government 
officials and the public. He pro 
posed to demonstrate that insuran 
was the one practical instrumental- 
ity through which social security 
could be achieved independently by 
the individual. Through him T#E 
SPECTATOR won the esteem of the 
leaders of the insurance business. It 
became the information center on 
insurance, internationally as well 
as nationally. He supported the 
prestige of THe SprecTator with 3 
list of books and publications on 
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insurance, educational as well as 
technical. It can be said with truth 
that the groundwork for the pres- 
ent professional approach of insur- 
ance men to their calling was laid 
py Arthur L. J. Smith of Tue Sprc- 
TATOR. 

Mr. Smith was quick to grasp 
the intricacies of the problems 
which confronted him day by day 
in business, and he was impatient 
with those who lagged behind him 
in the way of their solutions. He 
regarded THE SPECTATOR and its 
many publications with the affec- 
tion of a father. He castigated, 
therefore, associate or employee 
who was brought under criticism 
for error or Omission in the prep- 
aration of their work. In his pride 
of the authenticity and correctness 
of these publications he was apt to 
regard with disfavor and suspicion 
anyone who called mistakes to his 
attention. His outstanding virtue 
was loyalty, and in this loyalty to 
Tae SPECTATOR he included his as- 
sociates and its employees. He 
would defend them _ vigorously 
against any critic, no matter how 
high placed these critics might be 
on the insurance ladder. 

Apart from business he loved life 
and those things that make for the 
enjoyment of life. He was a sports- 
man and spent much of his time 
hunting and fishing. He was proud 
of his son who succeeded him as 
president of THE SpecTaTor and of 
his grandson who is_ achieving 
prominence in the publishing field. 

He dies with many of the objec- 
tives for which he fought on the 
insurance scene established as a 
necessary adjunct of sound living. 
His death almost 70 years after he 
first joined THe Spectator finds in- 
surance as the protector of America, 
its homes and its industry. 

—T. J. V. Cullen 






probable; indeed I might say is not 
possible. 

“Those who see the present post 
war conditions following the pattern 
of the years immediately after the 


first World War, however, insist that 


at the best we are in for a ‘reces- 
sion’ or ‘slump’ or a ‘thank you 
Ma’m’ on the boom highway. A 


strong argument can be put forward 
for this contention, and perhaps the 
most vital test of that argument is 
the psychological attitude of both 
producer and consumer, when it 
comes to making commitments for 
the future. This attitude rests 
Squarely on confidence or lack of it. 
“If, in such an atmosphere, busi- 





ness leaders and the makers of pub- 
lic opinion in the field of business 
and finance continue to broadcast 
an expectation of recession, there is 
a great likelihood that they will 
bring on just the reaction they view 
with such horror; they will cause 
consumers to delay purchasing and 
accordingly necessitate a drop in 
production and attendant unemploy- 
ment. 

“It is quite possible for us to talk 
ourselves and others into such a 
lack of confidence as to cause a tem- 
porary set-back in what otherwise 
would have been activity and pros- 
perity. The set-back, however, 
would be the result of a general 
frame of mind and not of an econ- 
omic trend.” 

Enlightened labor - management 
statesmanship in 1947 can create the 
climate of confidence necessary for 
a good business year, Mr. Parkinson 
pointed out. Fiscal policy reform 
now, with the Government paying 
off substantial amounts of its bonds 
held by the commercial banks or 
with those banks selling off substan- 
tial volumes of such bonds to non- 
banking investors, could halt a dan- 
gerously expanding money supply 
and put bedrock under an economy 
that would be sound and prosperous 
for many years to come. 





CLARENCE A. KLOCKSIN 


Mr. Klocksin's ever-excellent 1946 Review 
begins on Page 8 of this issue. 
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S THE new Congress swings 

into action it becomes increas- 

ingly evident that the shift to 
the right demanded by the people 
at the polls last November will be 
slow. In contrast to the New Deal’s 
proclaimed line “slightly left of 
center” the 80th Congress is ex- 
pected to be an even smaller frac- 
tion of an inch to the right of 
center. 

Specifically, the Republican ma- 
jority is expected to push for the 
following measures as part of its 
legislative program: 


Taxes—Some reduction in indi- 
vidual tax rates, probably not as 
high as 20 per cent across-the-board. 
Corporate taxes to remain un- 
changed. 


Housing—The Wagner-Ellender- 
Taft bill will be re-introduced, but 
probably as several separate pieces 
of legislation. Emphasis will be on 
public housing, particularly rental 
units. 


Social Security—Expanded cover- 
age will again be taken up, with 
good chances for passage. Any 
move to increase benefits will face 
a stiffer fight. While there is an 
increasing trend toward Govern- 
ment participation in medical pro- 
grams for the needy, any broad 
program such as that embodied in 
the old Wagner-Murry-Dingell bill 
seems to have been shelved indefi- 
nitely. 

National Service Life Insurance— 
Further liberalization will be at- 
tempted, covering such points as 
extended coverage, broader disabil- 
ity provisions, and additional easing 
of dependence regulations. 


* * * 


Iso expected to be acted upon 

by the 80th Congress is legisla- 
tion which would incorporate sur- 
vivors insurance benefits into the 
Federal retirement system. Such 
legislation would provide Federal 
workers with the same benefits now 
available to workers in private in- 
dustry under the Social Security 
Act. 

Under this plan, 6 per cent of the 
salary of each government employee 
would be deducted on a monthly 
basis instead of the present 5 per 
cent. In return for this increased 
contribution, the Federal retirement 
fund would pay monthly pensions 
to dependents of government em- 
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ployees who die in service and to 
dependents of retired workers who 
die. 

Since such a proposal would en- 
tail increased government expendi- 
tures, its chances of being enacted 
hinge on the extent of the econo- 
mies which are expected from the 
Republican-controlled Congress. 

Under the existing system, sur- 
vivors of deceased government 
workers receive only a lump sum 
payment of the money paid into 
the retirement fund, plus accrwed 
interest. 


pproximately 40 per cent of the 
A employees in private industry 
(excluding agricultural employees) 
have insurance, or some other form 
of protection, against loss of wages 
due to temporary disability, accord- 
ing to a survey conducted by the 
Insurance Department of the Cham- 
ber' of Commerce of the United 
States. This protection is provided 
for employees by private voluntary 
means. 
The survey, which is based upon 
reports from accident and health 
insurance companies writing ap- 
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United States Life 
Holds Housewarming 


new 


Formal occupancy of its 
head offices at 84 William Street in 
the heart of New York City’s in- 
surance district was celebrated re- 
cently by the United States Life 
Insurance Company with a house- 
warming well attended by insur- 
ance men. Company executives 
and officers, headed by President 
Mansfield Freeman and Vice-Presi- 
dent Richard Rhodebeck James 
Loutit and George Selser, received 
the visitors in the board room. 

Founded in 1850, the United 
States Life is the third oldest of 
existing companies chartered in 
New York State. For many years 
its offices have been located in a 
building at 101 Fifth Avenue. The 


new location will accommodate the 
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MANSFIELD 
FREEMAN 


greatly enlarged facilities for pro- 
viding complete service to policy- 
holders, beneficiaries, and depart- 
mental activities of the company’s 
force. It will also house the com- 
pany’s completely equipped medical 
department, with facilities for X- 
Ray, fluoroscope,  electro-cardio- 
graph and basal metabolism tests, 
as well as laboratory equipment for 
special medical studies. Vice- 
President and Medical Director J. 
Albert Avrack heads this depart- 
ment. 

Starting 12 years ago under the 
leadership of the present manage- 
ment headed by Cornelius V. Starr 
and President Freeman, the com- 
pany has expanded considerably in 
both the domestic and foreign 
fields. It expects to add almost 
$40,000,000 to its insurance in force, 
to bring the total to $180,000,000. 








proximately 94 per cent of the acgj. 
dent and health insurance in fore 
in the United States, showed tha 
on Dec, 31, 1945, 23,000 employe, 
had group insurance policies jp 
force providing accident and health 
insurance for 5,928,333 employees 
The average amount of protection 
provided for these employees was 
$17 a week, and one out of five 
covered employees received benefits 
under these policies during 1945, 

Although no national survey has 
been made of the number of em. 
ployees having protection for logs 
of wages through wage continuance 
plans, employee benefit associations 
or similar plans, surveys made ip 
some States indicate that there are 
about the same number of employees 
having such protection as are coy. 
ered under group accident and 
health insurance policies. It is ae. 
cordingly estimated that on Dee 
31, 1945, about 12,000 employees 
had protection against loss of wages 
due to temporary disability under 
voluntary plans. 

The survey also showed that at 
the end of 1945, in addition to the 
insurance of employees under group 
accident and health insurance poli- 
cies carried by employers, there 
were also 8,640,000 individual acci- 
dent and health insurance policies 
in force, which are excluded from 
the preceding estimates. Of these 
policies 6,090,000 provided for week- 
ly or monthly indemnity benefits in 
the event of disability due to acci- 
dent or sickness, 2,422,000 provided 
such benefits in the event of acci- 
dent only, and 128,000 provided in- 
demnity in the case of sickness only. 


This survey further revealed that 
97 per cent of the group accident 
and health insurance policies and 
91 per cent of the individual acci- 
dent and health policies, with both 
accident and sickness benefits, pro- 
vided benefits continuing during 
total disability for a period of at 
least 13 weeks. Substantially all 
of the accident only, and health 
only, policies held by individuals 
provided benefits during total dis- 
ability for a period of at least 13 
weeks. 

* * * 


ewer deaths occurred in the 
United States in 1945 than in 
either of the two preceding wat 
years, according to figures released 
by the U. S. Public Health Service. 
A total of 1,401,719 deaths were 
reported in 1945, as compared with 
1,411,338 in 1944, 1,459,544 in 1943 
and 1,385,187 in 1942. 
In the first ten months of 1946 
there were an estimated 1,162,000 
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deaths in the United States, as com- 

ed with 1,144,273 in the first 10 
months of 1945. All figures are for 
the continental United States and 
exclude deaths among the armed 
forces overseas. 

Death from the major infectious 
diseases declined to new lows in 
1945. The year set a record low 
for pneumonia and influenza. The 
total of 68,386 deaths from these 
respiratory causes was 8.2 per cent 
less than the previous minimum of 
714,532 deaths in 1942 and 16.44 per 
cent less than the number reported 
for 1944. 

Tuberculosis continued its decline 
in 1945. There were 52,916 deaths 
from this cause in the United States 
in 1945, 3.3 per cent less than the 
number in 1944 and fewer than in 
any previous year. 

Heart disease, cancer and intra- 
cranial lesions strengthened their 
positions at the head of the list of 
leading causes of death. Heart di- 
sease deaths accounted for 30.3 per 
cent of the reported deaths in 1945 
as compared with 29.6 in 1944. Can- 
cer, the second leading cause of 
death, claimed 12.7 per cent of the 
total as compared with 12.1 in 1944. 
The third leading cause of death, 
intracranial lesions of vascular ori- 
gin, was responsible for 9.2 per cent 
of all deaths in 1945 as compared 
with 8.8 per cent in 1944. 

An increase in motor-vehicle ac- 
cident deaths from 24,882 in 1944 to 
28,076 in 1945 overbalanced a de- 
crease of 3,113 in the number of 
deaths from other accidental causes. 
All accidental causes accounted for 
95,918 deaths in 1945 as compared 
ith 95,237 in 1944. The greater part 
of the increase in the motor-vehicle 
accident death rate occurred in the 
second half of 1945. 

The ten causes of death which are 
found in the lead in 1945 are those 
which headed the list in the pre-war 
period 1939-41. With the exception 
of motor-vehicle accidents, the ten 
causes rank in 1945 in the same 
order of importance as in the period 
1939-41. Due chiefly to wartime 
restrictions on driving, motor ve- 
hicle accidents dropped from eighth 
place as a cause of death in 1939-41 
to tenth place in 1942. 

The ten leading causes of death 
in the United States, listed in the 
order of their importance, were: 
diseases of the heart; cancer and 
other malignant tumors; intracranial 
lesions of vascular origin; nephritis; 
pneumonia (all forms) and influen- 
za; accidents excluding motor-ve- 
hicle accidents; tuberculosis (all 
forms); diabetes mellitus; premature 
birth; and motor-vehicle accidents. 


























— hyehen smtth 


“Just the man | wanted to see. | take it you're the key man around here." 





he Federal Deposit Insurance 

Corporation is well into its third 
year without a loss to any depositor 
of an insured bank. As was the 
case in 1945, there was no failure 
of an insured bank in 1946, and 
only one merger required financial 
aid from FDIC. 

During the 13 years of its exis- 
tence, 399 insured banks were li- 
quidated or merged with the aid of 
advances from the corporation. The 
1,310,000 depositors of these banks 
held deposits of $505,000,000. Of 
these deposits, 98 per cent were 
made available promptly to deposi- 
tors, of whom fewer than % of 1 
per cent held accountg in’ excess of 
$5,000, that were n@® fully pro- 
tected. 

FDIC assets on Dec. 3144946 were 
estimated at about $1,060,000,000. 


UVLO 


CANADA 


HANA 
Te way we hear it, co-operative 
] 


ife insurance, as it is being sold 
in the province of Saskatchewan by 
a recently-organized co-operative 
life insurance company with a Do- 
minion of Canada charter, is going 
over pretty well. Of its own accord 
it has been limiting the size of its 
policies; and it does not deal in term 
insurance; yet results have been so 


encouraging as to lead to the deci- 
sion to extend co-operative life in- 
surance to all of the provinces of 
Canada. So the plans call for Sas- 
katchewan’s co-operative life insur- 
ance business to more or less take 
off its girdle and, for the nonce, 
stretch out into Alberta, Manitoba 
and Ontario—with the ultimate goal 
of the not-too-distant future the 
entire Dominion. 

What has made co-operative life 
insurance click with the public is, 
undoubtedly, the patronage dividend 
which is distributed at the end of 
each year. There does not seem to 
be too much, if any, disparity be- 
tween co-op premium rates and 
those of the private life insurance 
companies. While the co-operative 
life company in Saskatchewan is 
not a part of the Saskatchewan Gov- 
ernment’s insurance office, never- 
theless the company has the official 
blessing of the C. C. F. or socialist 
government in power out there un- 
der Premier T. C. Douglas. With 
this support to begin with, co-op 
life insurance was assured of getting 
off to a relatively good start. This 
it did, and official advices are that 
the original momentum has not 
slackened to any appreciable ex- 
tent. 

The patronage dividend likens, to 
a certain extent, the co-op life in- 
surance company & the mutuals, 
but the difference, as explained in 
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the words of Bert Savage, head of 
the Ontario Co-Operative Federa- 
tion, is that co-ops do not permit 
proxy voting. “Often in a mutual 
company,” he says, “you find the 
control is vested in a few people 
through the medium of proxy vot- 
ing. In the co-operative, each mem- 
ber has one vote and cannot vote 
by proxy.” 

ELAND HONDERICH, the fi- 
B nancial editor of the Toronto 
Daily Star, has made a thorough 
study of the development of the co- 
operative movement in Canada, 
particularly in Saskatchewan, and 
he has this to say in a recent column 
of his: “The success of the co-op 
life company (in Saskatchewan) 
prompted the Ontario co-operative 
groups to establish a fidelity and 
guarantee association. The prime 
purpose of this company is to serve 
the co-op movement in Ontario by 
providing a bonding service for 
credit union treasurers and other 
officials. As it gains experience in 
this field it plans to branch out into 
other non-life fields. 

“Working in close co-operation, 
the life and the non-life company 
may eventually provide a complete 
insurance service for members 
across Canada. And, judging from 
the success of co-operative enter- 
prise in other business fields, they 
may soon make their presence felt.” 

It seems apparent that Mr. Hon- 
derich is trying to say this to the 
life insurance industry: Co-operative 
life insurance has become an estab- 
lished fact. If it were going to fail, 





CLINT W. MURCHISON 


it would have failed by now. It has 
become a part, though small at pres- 
ent, of the Canadian life insurance 
picture. It will grow; it intends to 
grow. It can become a competitive 
factor. There’s nothing we in the 
life insurance industry can do about 
that but there is something that we 
in the life insurance business can 
do to lessen the competition that 
may arise from co-operative life in- 
surance. If life insurance intends 
to do something it, apparently, must 
act quickly. Will the lion and the 
lamb lie down together? It’s a New 
Year. We should know soon. 
ee 


Official Re-Alignment 
at Reserve Loan Life 

Walter T. O’Donohue, president 
of the Reserve Loan Life Insurance 
Company of Dallas, Texas, since 
1940, has retired from active parti- 
cipation in the affairs of the com- 
pany because of ill health. The 
board of directors, meeting to ac- 
cept—regretfully—Mr. O’Donohue’s 
resignation, announced the election 
of Clint W. Murchison as chairman 
of the board and B. Hick Majors 
as president. 

Walter O’Donohue—“Donny”, as 
he is called from coast to coast by 
his many friends in the business— 
has been besieged by ill health for 
many months now and had reached 


the stage where to continue on ac-. 


tive duty might have impaired his 
chances for recovery. 

A post-graduate in mathematics 
at Yale, Mr. O’Donohue’s first job 





B. HICKS MAJOR 


Clint W. Murchison and B. Hicks Major recently were named chairman of the board 
and president, respectively, of the Reserve Loan Life of Dallas, following the retirement 
of Walter T. O'Donohue because of ill health. 
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was with Jefferson Standard Life 
as assistant actuary. With the Jeg. 
erson Standard 21 years he succes. 
sively became assistant to the pregj. 
dent and vice-president and agency 
manager, leaving that company ty 
become director of agencies for the 
Manhattan Life. He was vice-presj. 
dent of the Kentucky Home Life 
when he joined Reserve Loan Life 
in 1937 as vice-president and agency 
manager. He was elected president 
in 1940, when the home office of the 
company was moved from Indiana 
to Dallas. 

Reserve Loan Life has made out- 
standing gains under Mr. O’Dono. 
hue’s direction. His retirement is a 
loss not only to his own company 
but to the entire insurance world 
as well. He is known nationally as 
an expert in his field, and his knowl- 
edge of the business has earned for 
him the respect of the men and wo- 
men in his own organization and of 
executives throughout life insur- 
ance circles. 

Mr. Murchison is widely known 
in Texas and elsewhere as a result 
of his financial and investment ac- 
tivities. He is a native of Athens, 
Texas, where his father and grand- 
father were bankers for many years. 
For the past 25 years he has been 
a resident of Dallas. 

Mr. Majors is nationally known 
in real estate circles. A native of 
Mount Vernon, Texas, he started 
his business career as a merchant. 
For the past 25 years he has lived in 
Dallas where he has been prominent 
as a realtor and large-scale devel- 
oper. He is a past president of the 
Dallas and Texas Real Estate Boards 
and is a former director of the Na- 
tional Association of Real Estate 
Boards. 
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Halsey D. Josephson, C.L.U. 


The adoption, by most major life 
insurance companies, of the _ so- 
called career contracts for agents, 
with their service fees, pension 
credits and unvested renewal com- 
missions, may produce some 
changes in management-agent rela- 
tions. Certain it is, that some situ- 
ations formerly immaterial, will 
soon become important. It is inter- 
esting to speculate on the follow- 
ing: 

(1) Agents of those companies 
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that deal in a very restricted list 
of policies—no group, no sub- 
standard—did not, in the past, place 
their agents at a serious disadvant- 
age, since the policies could be 
placed with other companies paying 
a more or less standard commission. 
The only loss to such agents was a 
paper loss—the loss of some recog- 
nition in company bulletins. The 
situation is decidedly different now. 
Placing the policies in another com- 


pany results in a material loss—a 
loss of service fees and pension 
benefits. 


(2) Likewise, the particularly 
strict underwriting standards of 
some companies did not necessarily 
result in loss. The policies in most 
instances were placed elsewhere 
with about the same commission 
results. Henceforth, such rejections 
will definitely result in loss to the 
agent, for regardless of his ability 
to get an issue elsewhere, his serv- 
ice fees and pension benefits are 
gone forever. 

(3) Discussions between general 
agents or managers and prospective 
new agents in the past were not 
complicated by lengthy dissertations 
on commission arrangements of 
other companies. If the prospective 
new agent raised the question, it 
was usually answered with a gen- 
eralization to the effect that all 
commission contracts were substan- 
tially the same. This was readily 
accepted and the question of 
whether the prospect would sign 
depended almost exclusively on 
the salesmanship and personality of 
the general agent or manager. Will 
questions about the contracts of 
other companies become more fre- 
quent? How will they be answered? 
Will the general agent or manager 
whose company vests, let us Say, 
five renewals, explain that some 
others vest eight or nine? Or will 
he toss the question off with the 
old generalization? If he uses this 
system, will it plague him when his 
agent is wised-up? 

(4) Since the career contracts 
are confined to full-time agents, 
what will be the effect on brokers? 
For the first time they are placed 
in a less attractive financial position 
than full-time agents. A _ given 
policy, placed by a broker, will pay 
off less than the same policy placed 
by a full-time agent. Will this re- 
sult in serious dissatisfaction? And 
if it will, how will such dissatisfac- 
tion be reflected? Will there be a 


tendency to sign up brokers as full- 
Will we have situa- 
ineligible as 


time agents? 
tions where a broker, 





such, for service fees and pension 
benefits, will actually receive them 
from more than one company with 
which he has signed as full-time 
agent? 

There are other interesting situ- 
ations, but these ought to be enough 
to keep the mental wheels turning 
for a while. 
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Agency Management Association 
—A program making available 
sales surveys, company practices 
information, and research projects 
to life companies that also write 
accident and health policies is cur- 
rently being considered by the 
Agency Management Association. 
This project was a subject for dis- 
cussion at a meeting of the Board 
of Directors Tuesday, December 10, 
at the Association headquarters in 
Hartford. The many services pres- 
ently rendered by the Association 
to its 174 member companies do not 
include information relative to the 
accident and health field. Con- 
templated work in this field, it was 
stressed, will not conflict with that 
being done by other organizations. 

John Marshall Holcombe, Jr., 
managing director of the Agency 
Management Association, was the 
guest of honor Thursday, January 
2, at a luncheon attended by the 
presidents of the five Hartford life 
insurance companies and other in- 
surance executives. 

The luncheon at the Hartford 
Club was in observance of the 25th 


anniversary of the founding of the 
Life Insurance Sales Research 
Bureau, a predecessor organization 
of Agency Management Association. 
The Research Bureau and the As- 
sociation of Life Agency Officers 
were merged to form the present 
association in January, 1946. 
* * + 

Institute of Life Insurance—“You 
Are Important,” is the title of an 
illustrated booklet for life insurance 
people working in the home and 
field offices, which is currently be- 
ing released by the institute. De- 
signed as a way of bringing to em- 
ployees a full awareness that each 
employee has a necessary and im- 
portant part to play in public re- 
lations, the booklet deals with the 
receptionist, the telephone operator, 
the typist, the stenographer, and 
many others in the offices. 

a * * 

Institute of Life Insurance—For- 
mation of a Commerce and Industry 
Committee to support U. S. par- 
ticipation in the forthcoming 8th 
International Management Congress 
to be held in Stockholm, Sweden, 
in July, was announced at a recent 
luncheon held at the Hotel Com- 
modore by William L. Batt, presi- 
dent of S. K. F. Industries, Inc., and 
of the International Committee of 
Scientific Management, sponsors of 
the Congress. The Stockholm as- 
sembly will be the first world 
management congress to be held in 
eight years. Holgar J. Johnson, 
president of the Institute of Life 
Insurance, and Edgar Kobak, presi- 
dent of the Mutual Broadcasting 
System, were named chairman and 
vice-chairman of the newly formed 
committee. 

* +. aE 

Home Office Life Underwriters 
Association—The annual meeting of 
the association will be held at the 
Hotel Pennsylvania in New York 
City on May 26, 27, and 28. Reser- 
vations for rooms are being made 
through John A. Fenchen at the 


Hotel Pennsylvania. 
+ * * 


Institute of Home Office Under- 
writers—Charles J. Smith, presi- 
dent, has announced that an ex- 
ecutive committee meeting will be 
held on February 1, to discuss plans 
and to appoint committees for the 
11th annual meeting of the institute 
to be held this Fall. 

The following companies have 
been admitted to membership: 
Southern Life Insurance Company 
of Georgia, Atlanta, Georgia, rep- 
resented by T. Walker Jackson, 
vicé-president; First National Life 
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Insurance Company, New Orleans, 
Louisiana, represented by C. E. Mc- 
Farland, secretary. Membership 
now numbers 158 companies. Carl 
M. Young, assistant secretary of 
the Farmers & Bankers Life In- 
surance Company of Wichita, 
Kansas, is chairman of the member- 
ship committee. 
* © ok 

Keystone Group, Life Advertisers 
Association—In a recent election, 
Jack Flannigan was named presi- 
dent of the‘association. He is man- 
ager of sales promotion for the 
Fidelity Mutual of Philadelphia. 
Lillian Yelland of Provident Mutual 
was elected secretary and treasurer. 


* * * 


National Association of Life 
Underwriters—The executive com- 
mittee of the Million Dollar Round 
Table has announced that in mem- 
ory of its late distinguished mem- 
ber, Louis Behr, a grant will be 
made to the Foundation for Cancer 
Research, an organization which 
provides funds for the department of 

, research at Michael Reese Hospital 
in Chicago. Mr. Behr was a di- 
rector of that hospital and was a 
victim of cancer. John E. Clayton, 
Massachusetts Mutual, Newark, N. 
J., 1945 chairman of the Million 
Dollar Round Table, is automat- 
ically returned to the executive 
committee to fill the vacancy cre- 
ated by the death of Mr. Behr, 1946 
chairman. By unanimous vote of 
the Round Table’s executive com- 
mittee, H. Kennedy Knickell, Con- 
necticut General, Chicago, has been 
chosen to fill the vacancy on the 
1947 nominating committee created 
by Mr. Behr’s death. 

+. ca * 

Lillian L. Joseph of the Home 
Life of New York City has been 
appointed by the president of the 
National Association of Life Under- 
writers to serve as chairman of the 
women underwriters’ committee at 
the NALU Convention to take place 
in Boston, Mass. in the Fall of 1947. 

+ + ik 

Chicago Association of Life Un- 
derwriters—Paul W. Cook, C. L. U., 
president of the association an- 
nounced that M. M. Matson, Mutual 
Benefit Life at Cleveland, will ad- 
dress members of the group at a 
luncheon meeting to be held Janu- 
ary 23. The meeting is scheduled 
for the Grand Ballroom of the Mid- 
land Hotel and the subject of the 
address will be “Business Insur- 
ance.” Mr. Matson practiced law 
from 1925 to 1930 and then entered 
the life insurance business with 
Mutual Benefit. He has been a 
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member of the Million Dollar Round 
Table for 11 years. 
* * * 

Chartered Life Underwriters, 
Chicago Chapter—Special classes 
on “Concrete Problems in Estate 
Planning and Business Insurance” 
are being conducted this month 
under the direction of George 
Laikin. He was formerly special 
assistant to the attorney general of 
the United States in the tax divi- 
sion of the department of justice, 
handling tax problems and _ litiga- 
tion. The program is open only to 
those who have earned their C. L. 
U. degree. Another activity under 
the Chicago Chapter, Chartered Life 
Underwriters, which is being enthu- 
siastically accepted, is the C. L. U. 
review classes which are being con- 
ducted at Northwestern University. 


* * f 


QU 0A 


COMPANIES 


MUM 


New York Life—Three additional 
vice-presidents and a new secretary 
have been elected by the board of 
directors, it has been announced by 
George L. Harrison, president of the 
company. The three vice-presidents 
are: Richard K. Paynter, who joined 
the company in 1934 in the railroad 
division of the treasury department; 
Clarence J. Meyers, who is a trustee 
of Colgate University and for 20 
years a member of the staff of 
Tamblyn & Brown, Inc., public rela- 
tions and fund-raising counsellors; 
and Otto L. Nelson, Jr., formerly a 
Major General in the United States 
Army and deputy theater com- 


mander in the Mediterranean 
theater of operations. The new 
secretary, C. W. V. Meares, who 


joined the New York Life in 1923 
in the actuarial department, was 
formerly assistant secretary. 

In the re-allocation of territory, 
Superintendent of Agencies Romney 
L. Campbell, formerly in charge of 
the New York Life’s Eastern divi- 
sion, will supervise agency activi- 
ties in the Southeastern division, 
and Superintendent of Agencies Don 
Parker, formerly of the Southern 
division, has been placed in charge 
of the Northeastern division. Paul 
A. Norton, former manager of the 
Philadelphia branch office, and 
Richard P. Koehn, former manager 
of the Milwaukee branch office, have 
been appointed assistant superin- 
tendents of agencies. Mr. Norton 
will assist Mr. Campbell in the 


Southeastern division, and Mp 
Koehn will assist O. R. Carter, who 
is superintendent of agencies fo 
the Western division. 
° ° ° 
John Hancock Mutual—The ap. 
pointment of Lucius T. Hill as qj. 
rector of housing was announced 
by President Paul .F. Clark. Mp. 
Hill will supervise the activities of 
the John Hancock department of 
housing, including Hancock Village, 
the company’s first housing project 
in Brookline and West Roxbury. He 
will also direct the investigation 
and development of sites for other 
John Hancock housing throughout 
the country. For many years Mr, 
Hill has been a trustee of a number 
of estates. He is a trustee of the 
Bond Investment Trust of America; 
a corporator of the Boston Five 
Cents Savings Bank and the Frank- 
lin Savings Bank, a director of the 
Northern Railroad. 
° 





° ° 

United States Life—Expansion of 
the accident and health department 
has been announced by Mansfield 
Freeman, president of the company, 
under the direction of Richard 
Rhodebeck, vice-president and di- 
rector of agencies. He joined the 
company in 1935. To assist in this 
expansion two new members have 
been added to the staff of the acci- 
dent and health division. They are 
Warren R. Behm as accident and 
health underwriter and J. Howard 
Medes as manager of accident and 
health claims. 


° ° ° 

Mutual Benefit, Newark—A larger 
amount of dividends will be distri- 
buted to policyowners whose con- 
tracts are on the old form, under 
the revised dividend scale for 1947 
than would have been paid had the 
1946 scale been continued. The 
effect of the change in scale will 
vary according to the plan of in- 
surance, the age of the insured, and 
the age of the insurance, and in 
many cases the net cost to the 
policyholder of his insurance will be 
lower in 1947 than it was in 1946. 
On policies issued on the form of 
contract adopted by the company 
in September 1945, with the new 
mortality table and reserve base, 
the same scale which has been in 
effect will run for 1947. 


° ° ° 
Metropolitan Life — President 
Leroy A. Lincoln has announced 
that Edwin C. McDonald, vice-presi- 
dent in charge of the company’s 
Canadian head office in Ottawa for 








the last six years, will return to the 
New York home office for important 
sales activities in both the United 
States and Canada. Second Vice- 
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president Glen J. Spahn, now asso- 
ciated with the field management 
division in the home office, has been 
named to succeed Mr. McDonald. 


° ° ° 

New England Mutual—The 13th 
post-war training seminar has 
opened at the home office in Boston. 
Representing 17 general agencies 
throughout the country, 25 men are 
participating in the course for new 
agents. Under the chairmanship of 
Homer C. Chaney, director of agen- 
cies, home office executives will 
present new selling techniques and 
advanced underwriting problems. 
Company records indicate that the 
average production for the 230 men 
who have completed one of the 
first 12 seminars has increased 100%. 
The 90 agents who finished one of 
the courses for first-year men are 
now paying for business at an aver- 
age rate of $196,000 a year. 


° ° 


Aetna Life—Vice-President W. E. 
A. Bulkeley, auditor and a director 
of the company, has asked that his 
name be withheld from nomination 
for re-election which will take place 
at the annual meeting of the stock- 
holders and directors in February. 
Mr. Bulkeley has been in poor 
health for some time and his deci- 
sion to retire will bring to a close 
nearly 60 years of association with 
Aetna Life. President of the com- 
pany, Morgan B. Brainard, has con- 
sulted with the board of directors 
and it has been decided to nominate 
E. E. Cammack, vice-president and 
actuary, to fill the vacancy on the 
board of directors. Similar action 
was taken by the boards of directors 
of the Aetna Casualty and Surety 
Company, and the Automobile In- 
surance Company. In addition to 
Mr. Cammack’s executive duties as 
vice-president and actuary, he has 
been in charge of Aetna’s group de- 
partment since 1921 and is recog- 
nized as an authority in this field. 

° ° ° 

The Colonial Life, Jersey City— 
Dr. C. O. Hollinger has resigned 
from the company as medical di- 
rector. To succeed him the com- 
pany has appointed Dr. Louis A. 
Pyle, who has practiced medicine in 
Jersey City for 29 years. Dr. Pyle 
is also a visiting surgeon on the 
staff of Fairmont Hospital. 

° ° ° 

Mutual Life, New York—The ap- 
pointment of two new training as- 
Sistants in the agencies department 
of the company, has been announced 
by Roger Hull, vice-president and 
manager of agencies. The ap- 
pointees, Alden E. Halseth, Grand 
Forks, N. D., and Harry T. Thurman, 
Savannah, Ga. The men will as- 
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Mr. Foster's annual economic review, which begins on Page 12 
of this issue, is always comprehensive, clear and to the point. 





sist Ward Phelps, director of train- 
ing in the company’s three-year 
training period. Training schools 
will be conducted at the basic, in- 
termediate and advanced levels for 
students who qualify under a ful- 
fillment program of production re- 
quirements. 18 such regional train- 
ing schools are being held this 
month convenient to each of the 
company’s geographical divisions, 


° ° 


Northwestern National Life, Min- 
neapolis, Minn—O. J. Arnold, 
president of Northwestern National 
Life of Minneapolis, has again in- 
vited leaders in the company’s re- 
cent Arnold Month competition to 
be his guests at another fishing 
party to be held early next summer 
at Basswood Lake on the Minnesota- 
Ontario border. October, Mr. Ar- 
nold’s birthday month and anniver- 
sary with NwNL, has traditionally 
been dedicated to him by the NwNL 
field force. Next summer’s party at 
his island, Ile de Bord, in Basswood 
Lake will be the 14th for Arnold 
Month winners. 


° ° ° 


Business Men’s Assurance—In a 
move to speed the issuance of new 
business resulting from a large in- 
crease in sales, Business Men’s As- 


surance Company has rearranged 
the handling of new applications. A 
new business department has been 
established in the home office to 
process applications from the time 
they are received at the office until 
policies are issued and mailed to 
the salesmen. This combines opera- 
tions previously performed in un- 
derwriting, policy issue and other 
departments in the home office. 

The new business department will 
be under the supervision of .D. B. 
Alport, who will be designated as 
assistant secretary in charge of un- 
derwriting. Charles D. Scott will 
supervise the work of the under- 
writers and be designated as under- 
writing supervisor. 


° ° ° 


John Hancock—It has been an- 
nounced by the company that it will 
sponsor a series of concerts of the 
Boston Symphony Orchestra over a 
coast-to-coast network of the Amer- 
ican Broadcasting Company. The 
first concert in the series will be 
broadcast from Symphony Hall in 
Boston on January 21. With the 
sponsorship of this program every 
Tuesday evening at 8:30 (EST) and 
continuing through the Winter and 
Spring series, the John Hancock 
Company makes its bow in radio. 
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THE 3% RULE FOR TAXING ANNUITY INCOME 


Support for this practice 
can be found in the writings of 
Prof. Roswell Magill, who states: 
‘So far as we can hazard an opin- 
ion, it is very likely that the 
average layman or even the recip- 
ient of an annuity considers it as 
income to be utilized for current 
expenditures rather than to be 
hoarded to replace a wasting capital 
asset.’ 

“Professor Magill’s logic is not 
convincing. The test which he uses 
to determine whether the full 
amount of the annuity should be 
treated as income is the manner in 
which the recipient disposes of his 
receipts. The possibility that he is 
living upon his capital appears to 
have been ignored, and yet this is 
precisely what he set out to do 
when he purchased his annuity. 
The latter is in large part a device 
for the orderly consumption of past 
savings. 

“Professor Magill argues as 
though income is the equivalent of 
consumption. While this idea of 
income is of considerable use to an 
economist attempting to measure 
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sizable example of the amount 
A collected in Federal and State 
estate taxes occurred in the in- 
heritance left by the late Eldridge 
Reeve Johnson, founder of the Vic- 
tor Talking Machine Company. The 
estate, reported to be worth $33,- 
000,000, will be reduced to approxi- 
mately $9,000,000 for the heirs by 
the time all taxes have been de- 
ducted. The State of New Jersey 
will be entitled to $1,200,000 more 
than the $3,603,759 already paid. The 
remaining taxes will be collected by 
the Federal government. 


This tax windfall in New Jersey 
was the largest since 1943. But the 
estate of John T. Dorance, principal 
stockholder of the Campbell Soup 
Company which in 1930 amounted 
to $112,000,000, and which had 
grown to $127,000,000 eight years 
later, accounted for more than $30,- 
000,000 in taxes paid to New Jersey 
and Pennsylvania. 
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— hyphen smith 


“And I'll thank you, Mr. Mullenby, to make no cracks about my face value." 
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the degree of well-being in , 
society, it is generally regarded as 
a misleading basis for appraising 
a tax system. 

“The strength of the British prec. 
edent is undermined by the use of 
a rather loose definition of apn 
annuity which reduces substantially 
the severity of this legislation. The 
precedent is weakened further by 
the fact that the Canadians, after 
having followed the British rule 
from 1929 to 1945, went over to a 
system in which the capital and 
interest elements in an annuity are 
clearly separated and the return of 
capital is excluded from the scope 
of the tax. Moreover, in contrast 
to the one American State taxing 
the full amount of the annuity as 
income, 26 are known to use a form 
of assessment which distinguishes 
between the return of capital and 
the other elements in the annuity 
payment. 

“A distinction of this sort has 
long been the expressed policy of 
the Federal Government. From 
1918 through 1924 the amount of 
annuity received ‘as a return of 
premiums paid’ was excluded from 
gross income. From 1925 through 
1933 annuity payments were spe- 
cifically excluded from gross in- 
come until the aggregate of the 
exclusions equalled the purchase 
price of the annuity, and no tax 
was paid until the annuitant’s en- 
tire principal had been recaptured. 
When the 3-per cent rule was in- 
stalled in 1934, the Ways and Means 
Committee stated that ‘the change 
continues the policy of permitting 
the annuitant to recoup his original 
cost tax-free.’” 

The deficiencies of the 3-per cent 
rule are stated as follows: 

“The basic complaint concerning 
the present method of hamdling an- 
nuities under the Federal income 
tax is that the 3-per cent rule does 
not provide an accurate method for 
segregating the portion of the pay- 
ment which is really a return of 
capital. The validity of this com- 
piaint is easy to demonstrate. For 
instance, if a man aged 65 pur- 
chases an individual immediate life 
annuity (without refund at death) 
from an insurance company calling 
for the payment of $100 a month, 
the cost under the rates used by 
most large insurance companies in 
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1946 would be $15,097. Three-per 
cent of this ‘consideration’ is $477, 
jeaving an exclusion of $723 a year. 
It would take 22 years for these 
exclusions to equal the cost of the 
annuity. Since the life expectancy 
of this purchaser is only 12.07 years, 
the probability is high that under 
the 3-per cent rule a tax will be 
imposed upon a substantial amount 
representing the return of principal. 

“Even more striking results are 
obtained when the annuity is pur- 
chased for a younger person. A 
case has been brought to our atten- 
tion in which a grandparent pur- 
chased an annuity of the immediate- 
payment type for a male aged 25. 
Under the rates in effect in 1946, 
the cost of a monthly payment of 
$100 to this person would be $38,204. 
Under the 3-per cent rule the yearly 
exclusion would be only $53.88. The 
accumulated exclusion would not 
equal the consideration unless the 
annuity period ran for more than 
700 years. 

“To some extent these resu!ts are 
due to the decline in interest rates 
which has taken place since the 
3-per cent rule was installed in 1934. 
A commentator* pointed out re- 





*Cited from the first of a series of Spec- 
rator Staff studies entitled “More $$$$$ 
Than Sense,”’ which began on page 8 of the 
May, 1945, issue. 





cently that an immediate life an- 
nuity (without refund at death) of 
$100 a month for a woman aged 60 
would have cost $16,000 on January 
1, 1934, and $21,600 ten years later. 
Under the 3-per cent rule, the cost 
of the annuity purchased in 1934 
would have been recaptured if the 
annuitant had lived to the age of 
83; the cost of the one purchased in 
1944 would not be recovered unless 
the annuitant lived to 100. 

“While this comparison illustrates 
the effects of the decline in interest 
rates during the decade in question, 
it also brings out the fact that the 
3-per cent rule tended to overstate 
the interest element in the case of 
the immediate annuity at the time 
the rule was installed. The exclu- 
sions allowed to the woman of 60 
who purchased her annuity in 1934 
eaual the ‘consideration’ only if she 
lives 23 years to the age of 83. Her 
1ife expectancy at the time when 
the annuity period began was only 
17 years. 

“The overstatement of the interest 
element in the annuity payment 
takes place even though the return 
which the insurance company fig- 
ures in calculating the price of the 
annuity is 3 per cent. This is true 
first because the insurance company 
will not pay out the entire yield on 
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its investment to the annuitant but 
will retain a portion to cover its 
own expenses and provide a profit 
to its shareholders. Hence, a return 
of 3 per cent in the open market to 
the insurance company will produce 
an appreciably smaller net yield to 
the annuitant. Second, a net yield 
of 3 per cent on the annuitant’s 
investment wiil not produce an 
amount equal to 3 per cent on his 
consideration during the period of 
his life expectancy. This is true be- 
cause each annuity payment is in 
part a distribution of principal. 
Hence, the interest received each 
year is smaller because it is a flat 
percentage of a smaller base. Con- 
sequently, if the operation of com- 
pound interest is ignored, it would 
take a net yield of 6 per cent over 
the period of the life expectancy to 
produce a return equal to 3 per 
cent of the original consideration. 
The assumulation of compound in- 
terest will cut down this discrep- 
ancy somewhat but will by no 
means wipe it out. . ‘ 

The report proposes eight rem- 
edies for the deficiencies of the 
3-per cent rule as follows: 

“It is evident from the foregoing 
that the 3-per cent rule is an ar- 
bitrary device which does not sep- 
arate out accurately the return of 
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ORREST L. MORTON, who has 
been a regular contributor to 
THE SPECTATOR for many years, 
has rejoined the Bethea Agency of 
the Penn Mutual Life in New York 
City, where he will specialize in 
matters pertaining to taxes, estate 
planning and business insurance, 
Upon leaving college, Mr. Mor- 
ton operated a newspaper syndicate 
at the State House in Boston, Mass., 
and later spent several years as a 
member of the editorial staff of 
Prentice-Hall, Inc., publishers of 
tax services. In 1924, he entered the 
service of the New York Life, first 
as manager of the Agency Service 
Bureau, then as an agency director, 
and finally as a special agent. He 
was also an assistant manager of 
the Myrick Agency of the Mutual 
Life in New York City. During the 
last four years, he has been engaged 
in special tax work for the Bankers 
Trust Company of New York. Mr. 
Morton has had wide experience— 
especially in matters pertaining to 
taxes in their relation to estates 
and business insurance. 
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the annuitant’s contribution from 
the other elements in the annuity 


payment. The 3-per cent rule was 
inequitable when it was established 
in 1934, and, in many cases, has be- 
come more so as a result of the 
subsequent decline in the interest 
rate used in pricing annuities. A 
number of remedies have been pro- 
posed, among them the following: 

1. Revert to the method used 
prior to 1934. 

2. Reduce the percentage used 
under the present method. 

3. Recognize a loss when an an- 
nuitant does not recover his 
full consideration. 

4. Retain the present method but 
allow the taxpayer an option 
to include in gross income 
more than 3 per cent of his 
own contribution. 

5. Separate the ‘pension’ from 
the ‘annuity’ elements in the 
payment; tax each according 
to a different rule. 

6. Use a combination of methods 
2, 3, and 4. 

7. Adopt the system installed in 
Canada in 1945. 

8. Adopt some other rule which 
will spread the exclusion 
evenly over the period of the 
annuitant’s life expectancy. 

“Of the foregoing methods, 1, 2, 
and 3 are intended to provide relief 
in cases where it is difficult for the 
annuitant to realize the full exclu- 
sion during his life expectancy. 
These are of primary interest to re- 
cipients of immediate-payment an- 
nuities or deferred annuities in 
which the elements of accumulated 
interest and the contributions of 
others aresmall. Suggestions 4 and 5 
are intended to relieve annuitants 
whose exclusions are bunched too 
heavily in the first years of the an- 
nuity period. Annuities of the type 
paid under the Civil Service Retire- 
ment Act would be the primary re- 
cipients of such relief. Suggestions 
6, 7, and 8 are general relief meas- 
ures. The first of these attempts to 
patch up the existing 3-per cent 
rule; the second and third would 
substitute a new method of taxa- 
tion.” 

In connection with the 8th pro- 
posal above, which has been rec- 
ommended by this magazine on 
many occasions, the report states: 

“The simplest of these proposals 
would divide the annuitant’s cost 
by the number of years remaining 
in his life expectancy at the time 
when the annuity period begins. 
The result is the amount of his 
yearly exclusion. One variant of 
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the scheme would terminate this 
exclusion at the close of the life 
expectancy when the total accumu- 
lated exclusion and the annuitant’s 
cost are equal. The other variant 
would allow the exclusion to run 
for the full life of the annuitant. 
The first variant would be less ex- 
pensive to the Government and 
would satisfy the basic objection of 
not taxing the return of principal in 
the average case. The second has 
the advantage of avoiding a sudden 
increase in the amount of the tax 
due late in life. It also has a cer- 
tain logical validity in that the fail- 
ure to tax the excess receipts re- 
ceived by the long-lived annuitant 
balance off the absence of a loss 
allowance to the short-lived annui- 
tant. 

“The calculation required for a 
plan of this type is simple and 
easily understood. On the average 
annuitants would receive equitable 
treatment. Recipients of immediate- 
payment annuities would no longer 
be confronted with a situation in 
which they could not avoid a tax on 
the return of their principal even 
though they lived the full term of 
their normal life expectancy. De- 
ferred-payment annuitants, partic- 
ularly those receiving payments 
under plans to which employers 
have also made a_ contribution, 
would avoid the bunching of their 
exclusions during the first years of 
the annuity period with the result- 
ing irregularity in the flow of tax- 
able income. The risk that some 
portion of the exclusion would go 
to waste also would be reduced. 


“Transition to such a system 
would not be particularly difficult. 





Annuities previously covered by the 
3-per cent rule might be put 
the same basis as if they had beg, 
under the proposed plan from the 
beginning. This approach would ip. 
volve a windfall, particularly t 
those who, like the civil-service an. 
nuitants, find their exclusions ¢op. 
centrated in the first years of the 
annuity period. However, the wind. 
fall could be avoided by making the 
new system optional to those pre. 
viously covered by the 3-per cent 
rule, and by conditioning the op. 
tion upon the recomputdation of the 
tax due in previous years. A third 
approach is to deduct from the con- 
sideration paid the aggregate of the 
amounts previously excluded, and 
divide the remainder by the num- 
ber of years of life expectancy after 
the effective date of the change in 
the rule in order to determine the 
amount of the yearly exclusion. 4 
fourth solution is to apply the new 
method only to annuities which be- 
come effective in the future. Of 
these transition devices the third 
appears to be the most attractive. 
“Except for the transition period, 
the administrative problems result- 
ing from the adoption of a system 
of this sort would not be of major 
importance. Chief among them is 
the selection of a single life ex- 
pectancy table. While some depar- 
ture from a perfectly equitable cal- 
culation would result, this problem 
is not one of major importance. 
“The chief criticism which could 
be leveled at a proposal of this na- 
ture is that it fails to provide a 
complete answer to the request that 
consideration be given to the loss 
sustained by the annuitant who dies 
before his exclusion has been fully 
realized. However, under the pro- 
posal, this loss would not occur 
unless the annuitant failed to live 
out the full term of the expec- 
tancy.” There it is, Congress! What 
are you going to do about it? 


New York Life—Alfred L. Aiken, 
76, former president of the New 
York Life, died recently at the 
Harkness Pavilion of the Presby- 
terian Hospital in New York. He 
had planned to spend some months 
in New York City before returning 
to his home in Carmel, California. 

* e & 


Philadelphia Life—Parker-Allis- 
ton Associates, Inc. has recently 
been appointed advertising counsel 

















for the Philadelphia Life and United 
Life and Accident of Concord. In 
both instances Raymond D. Parker 
is the account executive. 
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LURING THE MIDDLE AGES, 
PEOPLE WHO CARRIED LIFE 
INSURANCE WERE CONSIDERED 
UNLUCKY BECAUSE IT WAS 
THOUGHT “THAT INSURANCE 
INTERFERED WrH THE WILL 
OF THE CREATOR | 
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COMPANIES CONTRIBUTE 
CONSIDERABLY ~TO “THE 

CONSERVATION OF LIFE SnDd 
LIMB THROUGH THE SAFETY 
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ENTER COMBAT, APPLIEQ FOR A 

LIFE INSURANCE POLiICyY.... BUT 
HE COULDN'T FIND AN INSURANCE 
COMPANY ‘TO ASSUME THE RISK! 




















LX POPULAR TyPE OF 
INSURANCE IN IQ CENTURY 
EUROPE OFFERED PROTECTION 
AGAINST THE EFFECTS OF 
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lo the People of 
New Cngla nd 


JAY R. BENTON, President 
EVERETT H. LANE, Secretary-Treasurer 
Congress & Franklin Streets 
t BOSTON, MASSACHUSETTS 








1 LOUIS I. DUBLIN, Ph. D. * 


Second Vice President and Statistician: 


ALFRED J. LOTKA, D. Sc. 


Assistant Statistician, 
Metropolitan Life Insurance Company 


4s he. book has long been accepted 
as a standard guide for determining 
the money values of persons at various 
ages according to their earnings. In 
this newly revised edition extensive 
recomputations have been made in the 
tables to conform to altered conditions, 
resulting largely from lowered interest 
rates and increased expectancy of life. 
Also, the structure of the final tables 
showing the value of a man by age and 
income has been remodeled, with 
definite advantage to the user. 

Will be of specific value to insurance 
men to determine the insurance pros- 
pects should carry; to statisticians, and 
to all others interested in the “life 
value” pattern. 

7 + ° 


* 85 Tables and Charts - $6.00 J 
THE RONALD PRESS COMPANY 


15 East 26th Street New York (10, N.Y 
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WHAT MAKES DIRECT 
MAIL CLICK? 


(Continued from Page 33) 


letters and haven’t received a 
reply.” The following week the 
replies flowed in, and they have 
been consistent since that time. In 
other words, consistency is needed 
in order to get the benefit of the 
law of averages. 

You get the names for this kind 
of Direct Mail by Geographical Lo- 
cation. Most of you are familiar 
with your own community sur- 
roundings. For instance, you know 
where there are New Develop- 
ments; where there are young 
families. These are the people who 
are most interested in Social Secur- 
ity. You know which of the homes 
are in the price range of say $6,000 
to $12,000. This indicates the aver- 
age income. Take 3 x 5 cards and 
use one for each of the North and 
South streets. Then do the same 
with the East and West streets. 
By checking in a street address 
Telephone Book, an Assessor’s list, 
a Voter’s List, or in a Street Di- 
rectory such as they have in Massa- 
chusetts, you get the names of the 
people who live on those streets. 
I suggest that you put these on 
3 x 5 cards, which makes it pos- 
sible for your girl to put them in 
alphabetical order to make up the 
Direct Mail sheets. It is only neces- 
sary to know that these people 
have income. That is the only in- 
formation you need. There are 
other places to get names for this 
purpose. If you have an Alumni, 
Engineers or Advertising Club list, 
you can use these as well. 


It is better to turn in a sufficient 
number of lists to keep you well 
in advance of your mailings. If 
you do this, a regular schedule can 
be worked out for you, so that you 
will know definitely that your 
letters go out on the same day 
each week. There will be fewer 
delays and it will lessen your work, 
because if you are far enough 
ahead, you can take one Saturday 
morning a month on this part of 
the job, in order to keep your pro- 
gram up-to-date. 

The Second kind of Direct Mail, 
you will recall, is called Interview- 
Seeking Direct Mail. 


You should use some Interview-' 


Seeking letters for several reasons. 
First—These letters are softeners. 
They let men know what you are 
coming to see them about. 
Second—They put warmth 
the call for you. 


into 


Third, and most important—Yoy 
put yourself on the spot, and have 
to make the call. 

In order to determine how many 
of these letters to send, you apply 
the same Absorption Principle. How 
many of these calls can you make 
each day? Remember, many of 
these are calls which you would 
normally make anyway. So don't 
be over-optimistic in the number 
of letters you send out in this 
group. You are putting yourself 
on the spot and must complete the 
call after promising to do so. One 
each day is quite enough—two at 
the very most, because you stil] 
have repeat calls to make and must 
also give your Policyholders some 
service. 

In order for you to see how you 
get the names for this Interview- 
Seeking group, let’s take a look at 
the accompanying charts: 

You don’t just live in a house: 
you live in a community. You live 
in many places and engage in many 
activities. You leave home in the 
morning and come to the office. 
Between home and the office you 
see Business Houses, Residential 
Houses, Residential Districts, Activi- 
ties and situations which suggest 
the use or need for Life Insurance. 
From your office you go to the 
Bank, to restaurants, shops, and 
other Business Houses. You return 
home and visit friends, engage in 
Civic activities, and maybe stop off 
at the Country Club occasionally. 

Your wife goes to the neighbor- 
hood stores, bridge clubs, sees her 
friends, goes to Red Cross and to 
department stores. 

Your children visit playgrounds, 
go to Boy Scout or Girl Scout 
meetings, attend school, Church, 
Sunday School, run errands, and 
visit their friends. 


You observe things. You see a 
tricycle on a lawn or children play- 
ing. Note these addresses and look 
up the names of these people. 

Think of the dinner table conver- 
sation at home. So often names 
and events are mentioned which 
point to the need for Educational 
Insurance or Mortgage coverage. 

You would be thinking in terms 
of needs and thinking in terms of 
people. This will be thought pro- 
ducing, and will help bring to your 
mind, through association of ideas, 
many people you might otherwise 
overlook. Thinking in terms of 
People includes such things as: 

People with whom you went to 
school; 

People you know because you 
own your own home; 
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What state employees do you 


know? 
Thinking in terms of Needs 
means: 
Who do you know who has a 
Mortgage, 


Who recently had a new baby? 
Who should be making plans to 
send his child to College? 

List every name you can, whether 
a not you believe them to be im- 
mediate prospects. When you have 
acomplete list of “Prospects” and 
Policyholders in your Files, and 
sher names from your two source 
lists, break them down into “Those 
about whose Life Insurance needs 
you know something” and “Those 
you know well and they know you 


well.” This first group “Those 
about whose Life Insurance needs 
yu know something,” becomes 


your Interview seeking Direct Mail 
list. 

The Third Kind of Direct Mail 
is known as Prestige Building Di- 
rect Mail. It is really Advertising. 
The main purpose of the use of 
this kind of direct mail is to keep 
your name and the fundamental 
reasons for the purchase of Life 
Insurance before their very eyes 
every month of the year. This kind 
of Direct Mail needs very little 
explanation, I’m sure. You take the 
list of your Policyholders and se- 
lected Prospects, and don’t forget 
your centers of influence, “Those 
you know well and those who know 
you very well,” and send them each 
a letter every month of the year. 
The letter should include your 
name, address, and telephone num- 
ber, and should condition their 
minds to a fundamental need for 
the purchase of Life Insurance or 
Annuity. Enlarge this list when- 
ever advisable, and keep weeding 
out those who do not continue to 
qualify in this carefully selected 
group. 

It is a matter of individual pref- 
erence—the type of material to be 
used. Some agents prefer a series 
of Insurance and Tax Bulletins; 
others choose the Estate-O-Graph; 
and there are those who think it 
best to use the Reprint service. 
Remember that this is your Centre 
of Influence Group. This is the 
group whose minds you are con- 
ditioning to the next purchase. This 
is the group through whom you 
are Building your Prestige. This is 
the source of your most profitable 
business. Choose wisely; select 
carefully. Do it in such a way that 
when they think of Insurance they 
will think of you. 

Up to now I haven’t mentioned 





a very important market. The Wo- 
men’s Market. It is not easy to get 
the names of women in great num- 
bers from the sources previously 
mentioned. You can’t get the names 
of many women from the Address 
Telephone Book, the _ Assessors’ 
list, or the Street Directories. Se- 
lection by that method would be 
too difficult and would take too 
much time. However, there are a 
great many women listed in Voters 
lists, and by occupation in the Clas- 


sified Telephone Directory. There 
are Nurses, Doctors, and Hair- 
dressers. You can find a list of 
Dieticians, Technicians, and num- 


bers of women’s clubs and House 
Organs of large organizations which 
are excellent sources of informa- 





tion on Business Women. I might 
add, however, that when you have 
completed your list, you can still 
break these down into the three 
Categories and proceed as men- 
tioned before. 

Let me review briefly to see if I 
have made myself clear: 

You get the Reply-Seeking Direct 
Mail lists through Geographical 
Location, Occupational Groups, 
members of Clubs and Fraternal 
Organizations. You find the names 
of people you have never heard of 
before. You need only the names 
and the fact that they have in- 
comes. 

You get your Interview-Seeking 
Group by Thinking in terms of 
People and Thinking in terms of 
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Needs, by observing, and by dinner 
table conversation. You break this 
list down into “those about whose 
Life Insurance needs you know 
something.” 

In order to get your Prestige Di- 
rect Mail list you carefully select 
the names from your Policyholder, 
your Prospect and Center of In- 
fluence Files and Qualify them as 
“Those you know well and the ones 
who know you well.” 

In applying these theories of Di- 
rect Mail to my own working pro- 
gram, I send 100 Reply-Seeking 
Social Security and Handbook 





letters each week for a monthly in- 
vestment of $8.00. 

5 Interview Seeking letters each 
week for an investment of 60c a 
month. And 100 Prestige Building 
letters each month for an additional 
investment of $2.50. This makes 
a total monthly investment of $11.00 
or $132.00 annually. 

Thus is created a flow of Pros- 
pects, a definite number of calls 
to be made each day, and a con- 
tinuous mind conditioning process, 
which resulted last year in $342,000 
in Life Insurance Volume and 
earned premiums of $10,000. 














Behind the scenes 
another great 








GREAT AMERICAN INSTITUTIONS 





nee Enterprise 


FERTILE SOIL for individual enterprise is taken | 
for granted by an American. From babyhood, he is 
en@ouraged by national folkways to think toward 
the day when he may display his own sign. And it’s 
the interplay of economic forces assured by this Great 
American Institution which produces Yankee inven- | 
tiveness, good merchandise, and high living standards. 
And Free Enterprise guarantees opportunity for all. 
in modern America there’s 
institution which furthers 
opportunity and human living standards. 
Insurance, and by feeding the roots of family life, it 
| promises the continued growth of a great America. | 

| 
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ACCIDENT AND HEALTH 
INSURANCE 
(Continued from Page 32) 


agent is merely interested in ¢gj. 
lecting his commission without re. 
gard for serving the policyholder, 
and that insurance claims are no} 
fairly settled. 

Add to these, public misconcep. 
tions concerning insurance termi. 
nology, the financial statements 9 
insurance companies, the variety of 
coverages offered for sale, and the 
differences in types of insurers ang 
it becomes apparent that an appall. 
ing public ignorance exists concern. 
ing accident and health insurance, 
which ignorance is certainly not the 
fault of the public, but which none 
the less has important bearing on 
the present and future of a great 
business concerned with public 
service. 

The second factor is that of goy- 
ernmental regulation, both legisla- 
tive and administrative. Most in- 
surance regulation is sincere in its 
attempt to maintain company sol- 
vency and to protect the public 
from unconscionable practices. Yet 
legislators and administrators alike 
are part of the public, often influ- 
enced by the same misconceptions, 
The result, when that happens, is 
faulty legislation and _ regulation 
and this is always costly to both 
companies and agents. It results 
in large expenditures of time and 
money, of necessity reflected in the 
cost of insurance to the policy- 
holder. It results further in an un- 
healthy disdain for regulatory au- 
thority. 

The third important factor con- 
cerns the growing demands in the 
Congress, and in many of the state 
legislatures, for minimum non-occu- 
pational coverage over a larger seg- 
ment of the population. These de- 
mands assume the form, generally, 
of either cash sickness benefits in 
conjunction with unemployment 
compensation benefits or compul- 
sory health insurance. Rhode Island 
and California have passed such 
legislation. New York, New Jersey 
and several other states are giving 
similar legislation serious consider- 
ation. The effects of such legisla- 
tion on private accident and health 
insurance are as yet undetermined. 
Yet where such legislation is care- 
fully considered and is found to be 
necessary to the public welfare it 
certainly could not be objected to. 
Where, however, the impetus arises 
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gut of ignorance of the coverages 
gered through private insurance 
¢annels and of the degree to which 
those coverages are presently writ- 
jen or might reasonably be assumed 
to be written in the future years to 
cme, it must be looked upon not 
gs a consideration of the public in- 
terest but either as a matter of 
political opportunism or a _ direct 
challenge to the present form of 
our national economy. 

The fourth closely related factor 

js the public itself and the effects 
its conceptions or misconceptions 
have on accident and health insur- 
ance. Reference has been made to 
the fact that representatives of the 
public pass and administer the laws 
which affect the welfare and growth 
of the business. The public further 
is composed of jurists and jurors, 
who, when subject to misconception, 
tend to levy excessive awards 
against insurers which again are 
ultimately reflected in the cost of 
insurance to policyholders. The 
public is also composed of doctors 
and surgeons who care for policy- 
holders and hence are called upon 
to interpret disabilities in terms of 
the insurance contract and to co- 
operate with insurance companies 
in filling out claim reporting forms. 
The public is composed of lawyers, 
policyholders, union leaders, em- 
ployers; and all these are voters. 
Hence the importance of the public 
conception of accident and health 
insurance is readily apparent to the 
welfare of that business. 
The fifth factor is the future of 
accident and health insurance; its 
growth, the importance of a public 
relations program to the develop- 
ment of new markets and increased 
sales. The survey to which previ- 
ous mention has been made re- 
vealed the fact that over 70% of 
employed persons in the United 
States do not carry accident insur- 
ance of their own and that of these 
only 26% offered as a reason that 
such protection is too costly. This 
survey further revealed the fact 
that the vast majority of married 
women desire that their husbands 
carry accident insurance and that of 
insured persons almost 80% thought 
the cost of insurance to be reason- 
able. Here, then, is indicated a 
tremendous unsaturated market. 
Further surveys, all part of any 
public relations program, could with 
certainty reveal many more facts 
indicating vast possibilities for 
future sales and the development 
of new markets. 


When these five factors are con- 





sidered, then, it becomes readily ap- 
parent that it is of the utmost im- 
portance that accident and health 
interests enter upon a well thought 
out public relations program; first, 
to overcome costly and hazardous 
misconceptions on the part of the 
public, and second, to increase sales 
through the development of new 
markets. 

Of what, then, should such a pub- 
lic relations program consist? The 
detailed answer to this question de- 
mands lengthy and intensive study. 
In the main, however, such a pro- 


gram must consist of two principal 
parts: 

(1) The increasing of public ser- 
vice to the greatest possible degree. 

(2) Telling the story of this ser- 
vice to the entire American public. 

In considering the problem of in- 
creasing public service to the great- 
est possible degree, three factors 
present themselves: 

(1) The Company: where the in- 
surance contract, the premium to be 
charged, and the underwriting 
methods originate. 


(2) The Agent: who furnishes. 











THIS POLICY 


Yas, INDEED, little folks do grow up. And so do their 
insurance needs. But the insurance policy that meets the 
requirements of a little boy or girl seldom matches the 
needs of a grown man or woman. 

That's the secret of Occidental’s Junior Estate policy 
for children one day to 11 years old. The “something 
new” in this policy is the ingenious arrangement by which 
it grows with the child. Each $1,000 of endowment-like 
protection in childhood and youth automatically becomes 
$5,000 of low-premium Ordinary Life for the adult. 

They never outgrow the Junior Estate policy. As the 
child comes of age, so do the “miracle” benefits of the 


Junior Estate plan. 


OCCIDENTAL LIFE 


@ & V.H. JENKINS, Senior Vice-President 


Insurance Company 


“We pay lifetime renewals—they last as long as you do” 
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the contact between the company 
and the policyholder, and who thus 
represents accident and health in- 
surance to the general public. 

(3) The Claim Adjuster: who de- 
livers the finished product of in- 
surance, a sum of money in accord- 
ance with the terms of the policy, 
after the policyholder has suffered 
a loss. 

In any discussion of these fac- 
tors, however brief, honesty and 
frankness are prime _ requisites; 
otherwise there is nothing to be 
gained by a consideration of any 
sort of public relations program. 

The company writing accident and 
health insurance today must be pre- 
pared to face many questions 
squarely and sincerely. It must be 
prepared to exert additional effort. 
It must be willing to submerge cer- 
tain competitive considerations in 
the broad interest of the entire 
business. Accepted principles and 
practices of the business must be 
reviewed in the light of present day 
social, economic, and political think- 
ing. Consideration must be given 
the language of the business as ex- 
pressed in financial statements and 
policy forms and so difficult of un- 
derstanding by the public. Minor 


irritants to policyholders must be 
sought out and removed. Courtesy 
must be stressed in every written 
and spoken word. Profit cannot be 
the sole or even the foremost con- 
sideration. 

Policy forms must be made as 
simple as possible in the light of 
legal technicalities and besides be- 
ing readable should be representa- 
tive of the grave responsibility as- 
sumed by their terms. Limited 
policies which are designed from 
the viewpoint of a small premium 
in return for what appears to be 
sizeable benefits, but which benefits 
are actually extremely limited in 
expanse of coverage, should be 
eliminated. Claim reporting forms 
should be made as simple and as 
uniform as_ possible. Advertising 
should be clear and fairly represen- 
tative of the coverage and of its 
exclusions, The practices engaged 
in by certain insurers today, in the 
construction of their policy forms, 
in the methods of advertising em- 
ployed, and in their general ap- 
proach toward the insuring public, 
while representing only a bare 
minority of all accident and health 
insurance, dd tremendous harm to 
a business which performs great 
public service and which in its en- 














Westward moving pioneers 
sought security, American style, 
by banding together in wagon 
trains for protection. Today 
‘policyholders find the same 
security against the unknown 
future through life insurance. 

But what of the underwriter? 


Security 
Life Insurance Qompany 


INCORPORATED 1886 


BINGHAMTON, NEW YORK 
FREDERICK D. RUSSELL, President 


LIFE... ACCIDENT. 


Since 1943 in Security Mutual 
the full-time man finds his own 
security, American style, in a 
direct contract that pioneers 
with a non-contributory retire- 
ment plan at 65, plus liberal 
service commissions until he 
reaches that age. 


Mutual 


HEALTH... GROUP 
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tirety is not deserving of the critj- 
cism which is often directed toward 
it by the public. 

Insurers must furthermore be 
prepared to examine their under. 
writing methods to the end of find. 
ing ways of insuring a larger Seg- 
ment of the population. Studies 
are presently in progress giving 
consideration to insuring the suyb. 
standard risk and the rural popula- 
tion. Elements such as the occupa- 
tional classifications manual must 
be kept abreast of changes in our 
industrial life. The Bureau of Per. 
sonal Accident and Health Under- 
writers is presently engaged in this 
very task. 

Insurers must be prepared to co- 
operate, if they are not already so 
doing, in the collection of statistics 
about their business to the end that 
a science of rate making in accident 
and health insurance might be de- 
veloped. This carries with it the 
necessity for the cooperative use of 
uniform benefit and _ insuring 
clauses. The Bureau of Personal 
Accident and Health Underwriters 
made the first and important step in 
this field about 20 years ago and 
while the progress of any science is 
of necessity slow moving, yet the 
stabilizing effects of what has al- 
ready been accomplished have been 
of great benefit to the entire acci- 
dent and health industry. Insurers 
must also give consideration to in- 
creasing their safety and loss pre- 
vention efforts. Certainly no en- 
deavor on the part of the insurance 
industry can be so appreciated by 
the general public as efforts ex- 
pended along these lines. 

In essence, then, insurers must 
do everything within their power 
to see that accident and health in- 
surance meets the needs of policy- 
holders, is sold fairly and with a 
fair return to the public, and is un- 
derwritten with due consideration 
to financial solidity under the most 
difficult of economic conditions. 
They must make certain that the 
public service performed by them 
is of a higher degree than any 
which could possibly be performed 
through the medium of a govern- 
mental agency. 

The second factor is the agent— 
the public representative of acci- 
dent and health insurance. His is 
the responsibility of fairly repre- 
senting the coverages and the ex- 
clusions contained in the policy. 
When he fails in this, public dis- 
gruntlement results. He must be 
fair. He must be courteous. He 
must be expertly trained, not only 
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ip the technicalities of the business, 
ut so that he might properly be 
quipped to consider the insurance 
geds of the prospective policy- 
jolder and to provide coverage for 
those needs in the best possible man- 
ser. He must at all times be prepared 
to place public service first and 
gnsideration of his commission sec- 
ond. In turn, he must be recog- 
rized by both his company and his 
semmunity for the important pro- 
fessional role he plays in the eco- 
nomics life of his community when, 
ys is true in the vast majority of 
instances, he performs his task on 
the high level it requires. 

The third factor is the claim ad- 
juster; who makes delivery of the 
fnal product. He, too, must place 
courtesy foremost. He, too, must 
be thoroughly trained in order to 
perform his duties in the best inter- 
sts of the public. His is the re- 
onsibility for a direct relationship 
between the spirit in which a policy 
issold and the spirit in which claims 
are paid. Where this does not hold 
tue, and again this represents a 
minority of the cases, the public 
becomes dissatisfied with private 
insurance and turns its attention to 
other means of security and pro- 
tection. 

In essence then, the first step in 
any public relations program is that 
of earning the goodwill of the pub- 
lie by increased public service. The 
second step is to retain that good- 
will by public education. 

What form is this public educa- 
tion to take? How is the story of 
this great service to be told the 
entire American public? 

It is not the purpose here to out- 
line a comprehensive program for 
the accomplishment of this purpose. 
Suggestions might, however, be in- 
dicated upon which a comprehen- 
sive program might be based. 

At the outset it might be well to 
state that this part of the program 
should not be left up to the agent, 
as is so often done at present. While 
the agent would of necessity play 
an important role in any public re- 
lations program, yet he cannot be 
expected to carry the entire burden. 
The primary responsibility for such 
a program lies with the companies 
both individually and acting cooper- 
atively, the latter for the purpose 
of sharing the cost and the greater 
effectiveness of a broad, large scale 
institutional program. 

One of the important early steps 
is the conducting of surveys to de- 
termine at once the present public 
opinion of accident and health in- 





surance and potential new sources 
for sales. Another important step 
is the development of agents and 
brokers meetings to the end of pro- 
moting closer understanding be- 
tween personnel and management. 
Still another important channel is 
the developing of close relationship 
between the accident insurance in- 
dustry on one hand and bar asso- 
ciations, medical associations, labor 
unions, and employers associations 
on the other. The mutual under- 
standing which would develop from 
such friendly contact would prove 
of inestimable value to the conduct 


of accident and health insurance. 
The most important consideration, 
however, is how to tell the story of 
accident and health insurance to 
the broad expanse of the public. 
The public must be made cognizant 
of the manner in which accident 
and health insurance can satisfy its 
needs; of the types of coverages 
offered for sale and of the wide 
variety of those coverages. They 
must be made cognizant of the 
safety work performed by insurance 
companies and of the gradual ex- 
pansion of policy coverage. Mis- 
conceptions about the business must 








THere’s LIFE in roe BERKSHIRE 


“Congratulations Bill! You 
have completed the Basic 
Training course. This card is 
awarded to you in recogni- 
tion of your having passed 
all the requirements satisfac- 
torily. Nice going!” 


" Berkshize 


“Thanks! | really enjoyed every minute of 
it, especially the experience of actually 
selling right from the start. ve earned 
while I’ve learned.” 







Our Basic Training course is the 
initial step in the preparation of 
all new men for the Career of 
Berkshire Associate. Then follows 
the Intermediate and Advanced 
Training courses to give a well- 
rounded and thorough education 
in life insurance selling. 


ASK ANY 


LIFE INSURANCE COMPANY 


INCORPORATED 1851 


HARRISON L. AMBER, President 


PITTSFIELD, MASS. 
FIGHT INFANTILE PARALYSIS—Janvary 15-31, 1947 
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be cleared away. The progress and 
effectiveness of insurance company 
management must be told. And, 
the public must be made cognizant 
of the relationship of excessive jury 
awards, fraudulent claims, unneces- 
sary regulation, and preventable ac- 
cidents to the cost of insurance. 

What channels are open for use 
in the performance of this task? 
They are many. There is, of course, 
advertising. But, in addition to 
this, the story can be told through 
the media of magazines, news- 
papers, booklets, and the radio. 
Courses should be prepared for sec- 
ondary schools, most of which are 
still sadly lacking in their insur- 
ance education. Local forums should 
be established in each community 
where insurance interests and the 
public can discuss their common 
problems. 





In summary, then, the goal, after 
first raising its public service to 
the highest possible degree, should 
be to build a public liking for acci- 
dent and health insurance. The 
only means of accomplishing this 
is through a well planned far reach- 
ing public relations program. Such 
a program is costly and would de- 
pend for its success upon the co- 
operative efforts of many segments 
of the industry. But, it is import- 
ant that serious consideration be 
given such a program by all those 
interested in the continued growth 
of accident and health insurance. 


LLU IVUTAIVUOVLAUUUUUUUUAUAU NEA 


Flashes! 


VNU UHL EU 


Equitable Life Assurance Society 
—Official recognition has been re- 
ceived by the Society from leading 
educators and public officials for 
sponsoring the public service radio 
program, “This Is Your FBI’, and 
for organizing youth meetings 
throughout the nation to combat 
juvenile delinquency. These meet- 
ings are held in the principal cities 
of the United States for boys be- 
tween the ages of 12 and 17. The 
feature attractions of these gather- 
ings are a 30-minute demonstration 
of the latest Federal Bureau of In- 
vestigation methods of crime detec- 
tion by G-men and an exhibition of 
man-to-man defensive tactics. J. 
Edgar Hoover, director of the Fed- 
eral Bureau of Investigation, has 
personally endorsed the meetings as 
a means of combatting juvenile de- 
linquency. 


° ° ° 


Standard Life, Indiana—President 
Harry V. Wade has announced that 
his company will accept only a 
semi-annual policy of $2000.00 mini- 
mum. Mr. Wade, in making this 
ruling, said that it too was of a 
temporary nature similar to the rule 
that the Standard Life had installed 
May 1, 1946, which, from that time 
onward, eliminated the acceptance 
of quarterly and monthly applica- 
tions. He said that the agents of 
the Standard Life had enthusiasti- 
cally endorsed the elimination of the 
quarterly and monthly premium. 
The average paid-for each month 
had been greater since the elimina- 
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tion of the monthly and quarterly 
business. 


° ° ° 


Prudential of America—M ilitary 
and naval personnel, heretofore 
subject to special ratings, are now 
considered as standard risks by the 
Prudential. Only men on _ syb. 
marine duty and those exposed to 
aviation hazards are excluded from 
the standard risk classification, 
Prior to the war, The Prudential 
issued insurance at standard rates 
only to limited classes of military 
and naval personnel, and in all 
cases restricted the amount of the 
insurance in accordance with the 
grade or rank of the individual, 
Following the declaration of war, 
the company’s underwriters im- 
posed various war-time restrictions, 
but these were lifted in September 
of 1945 when the prewar system 
of rating was resumed but lower 
limits put into force. 


° ° ° 


AMERICAN THRIFT 
BUILDS SECURITY 


(Concluded from Page 17) 


tinue to be, the effective control of 
inflation, through a gradual reduc- 
tion of the public debt. Such a 
program, it is true, would involve 
some slight increase in the cost of 
servicing the debt, but life insur- 
ance leaders are convinced that this 
additional cost would be _ inconse- 
quential when measured against the 
in-the-pocket savings to the people 
resulting from a reversal of the in- 
flationary, cheap money policy es- 
tablished during the War. 

Life insurance has _ repeatedly 
proved to be the best medium of 
thrift for the wise and prudent in- 
dividual in days of peace and plenty. 
It has also been his last and surest 
refuge in time of stress and danger. 
That is its historic role, not only in 
America’s financial economy, but in 
the inner-most consciousness and 
folklore of our people. Whatever 
the year ahead may bring, life in- 
surance may surely be counted upon 
to fulfill that destiny. 


INSURED FOR $3,000,000 
(Continued from Page 26) 


So important is Richard’s part in 
“Christopher Blake” that no under- 
study has been approved of to date. 
As a result, Moss Hart has insured 
the production for an _ estimated 
$4,000,000. Since no understudy is 
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available for Tyler’s part, any sick- 
ness, accident, or work stoppage 
would seriously affect the financial 
momentum of the group which piles 
up to about $27,000 weekly at the 
pox office. The boy himself has 
been insured for $3,000,000, indicat- 
ing the importance he rates in the 
production. The life coverage is 
with Lloyds. 

Two policies are involved, each 
running to $1,500,000. The first of 
these concerns accident and sickness, 
or death therefrom, and the second 
is ordinary life. Under these cover- 
ages the insurance company will 
pay several thousand dollars for his 
loss from every performance—fol- 
lowing an absence of four perform- 
ances. Payment is contracted for 
not more than eight performances 
in any week and is not to exceed 
$250,000 in aggregate. The coverage 
has been placed by Producer Hart 
through Simon Cohen-Levin, a 52- 
year-old firm of brokers and ad- 
justers at 116 John Street, New 
York. The cost of operating this 
production is approximately $20,000 
a week, for its cast numbers 50 
speaking actors and several walk- 
ons. 

Background scenery, theatrical 
fixtures and costumes for “Christo- 
pher Blake” are protected under a 
blanket policy for $150,000 in a stock 
insurance company. This includes 
fire insurance, windstorm, cyclone 
and tornado, hail, smoke, aircraft 
and motor vehicle damage, leakage 
from sprinklers (including collapse 
of tanks and their component 
parts), theft, burglary and hold- 
up. There are also clauses in the 


policy covering riots, strikes and 
civil commotion and an _ inland 
marine floater, covering the produc- 
tion properties in transit through 
the United States and Canada by 
train, trucks, railway express, while 
at land depots or on conveyances 
over water. 

Surety coverage, under a blanket 
position bond, totals $50,000 and 
workmen’s compensation amounts to 
$600,000. 

Critics have deemed Tyler’s part 
in “Christopher Blake” as some- 
thing a bit short of super-human. 
The play itself is the story of a boy 
who is tortured by the divorce of 
his parents. It requires the young 
actor’s presence on the stage prac- 
tically throughout its length. The 
speaking part runs into one of the 
longest among the many stage pre- 
sentations on the Gay White Way 
at this time. 

Richard Tyler first emerged into 
the acting world as the youngest 
Day in “Life with Father”. From 
there he went on the road with 
“Tomorrow the World” and ap- 
peared with Maurice Evans in 
“Macbeth”, then with Dorothy Gish 
and Louis Calhern in “The Great 
Big Doorstep’. He has appeared in 


six Hollywood productions, which 
include the following: “It’s in the 
Bag”, as Fred Allen’s son; “Hotel 


Berlin” as the Nazi page boy; “The 
Spiral Staircase” with Ethel Barry- 
more, George Brent and Dorothy 
McGuire; “Tenth Avenue Angel”, 
as the “toughguy”, with ‘aoe 
O’Brien; “The Bells of St. Mary’s”; 
and “Til the End of Time”. 

Not all of his recreational periods 








gain of 58 million in 1945. 


Bradford H. Walker 
Chairman of the Board 





From STRENGTH TO STRENGTH 


In the first eleven months of 1946 our field represent- 
atives recorded an increase in insurance in force of over 
132 million dollars. This increase follows a record-breaking 


This is forceful evidence that there is a ready market 
for modern plans of protection, when they are presented 
by competent, trained underwriters. 


Our fieldmen enter 1947 with optimism — confident 
that they will go from strength to strength. 


lbrre (" or Winainia 


Richmond, Virginia 
1D 





Robert E. Henley, 
President 











66 ee OF THE BIGGEST com- 
/ pliments to a man’s in- 


telligence is to solicit him for 


life insurance” (from The Key- 
stone—qur Philadelphia Agency 
bulletin)..... 4 attempts to 
sell daily for 5 days a week, 
50 weeks a year, means 1,000 
tries in a year. And 1,000 sell- 
ing calls should produce 60 to 
100 sales for any agent..... 
It’s interesting to note that Mr. 
AVERAGE Million-Dollar Pro- 
ducer is 46 years old, 16 years 
in the business, has three chil- 
dren, sells mostly to men, and 
sold 100 policies last year aver- 
aging $14,000..... The App-a- 
Week man is a top-notch closer 
because he gets so much regu- 
lar practice at closing..... 
ProspecTIP: Contact the 
friends you have put off seeing 
because they are friends..... 
In 1850, only 3% of the U. S. 
population was age 65 or over. 
At present, about 7% of the 
population is in that group. 
And the Bureau of Census esti- 
mates that the year 2000 may 
find as many as 13% in the 65- 
and-over category..... Of the 
47,500 veterans employed to 
date by the life insurance busi- 
ness, 28,000 returned to’ the 
companies they left to enter 
service, and 19,500 were new to 
the companies employing them 
err Incidentally, we have a 
new booklet giving the latest 
provisions of National Service 
Life Insurance. If you’d like 


a copy, address your request to 
our Advertising Department. 


Wawa Oita eri 
Mutual 
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are devoted to the lighter comic 
book class for a deep interest in 
things scientific and medical is evi- 
dent. In fact, his main ambition 
is to be a doctor—not a great actor! 
The physician, who examined him 
for his life, health and accident in- 
surance, was amazed at the boy’s 
knowledge of various medical terms. 

As the highest paid juvenile ac- 
tor in Hollywood, within his age 
group, Richard Tyler has prospects 
for a brilliant future in the theater— 
that is, if he changes his mind about 
medicine. Selection for the part in 
the Moss Hart play came after 60 
applicants had been tried. Great 
stars from little actors grow, but 
the greatest have the habit of never 
forgetting the little acorn status in 
their association with others. Per- 
haps it is the natural gift of this 
quality that makes Richard Tyler 
one of Broadway’s most likable 
actors. 

As might be expected, the guid- 
ing hand behind the scene is his 
mother. Not only does she serve as 
his closest associate, but she also 
has a bit part in “Christopher 
Blake.” In addition, his sister is a 
walk-on. Incidentally, it is this same 
sister that has recently been made 
an executive associate in young 
Tyler’s “dining room” motion picture 
company—hardly a threat to the 


California companies, but certainly 
an enviable accomplishment among 
any group of neighborhood kids. 
He serves as president of the com- 
pany. 

Not at all incidentally, in Rich- 
ard’s estimation, it is interesting to 
add that at a Boy Scout Dawn 
Breakfast held at the Waldorf- 
Astoria Hotel, in New York, January 
7, a special court of honor was held 
at which he was presented with 
the Eagle Badge, the highest honor 
conferred on Boy Scouts by the 
International Scout Commission. 
Thomas J. Watson, president of the 
International Business Machine Cor- 
poration, made the presentation. 
Addresses also were made by Hon. 
James A. Farley, ex-Postmaster 
General, Rabbi Jonah B. Wise, and 
Mayor William O’Dwyer. 

ee 


CASTING OFF FOR 1947 
(Continued from Page 21) 


man who desires to exploit the 
company in his own interest at the 
expense of the policy holders and 
of the public. The inability of a 
State to regulate effectively insur- 
ance corporations created under 
the laws of other States and trans- 
acting the larger part of their 
business elsewhere is also clear. As 


a remedy for this evil of conflict- 
ing, ineffective, and yet burdensome 
regulations there has been for many 
years a widespread demand for 
Federal supervision. 

“The Congress has already recog- 
nized that interstate insurance may 
be a proper subject for Federal 
legislation for in creating the 
Bureau of Corporations it author- 
ized it to publish and supply use- 
ful information concerning inter- 
state corporations, ‘including cor- 
porations engaged in insurance.’ It 
is obvious that if the compilation 
of statistics be the limit of the 
Federal power, it is wholly ineffec- 
tive to regulate this form of com- 
mercial intercourse between the 
States, and as the insurance busi- 
ness has outgrown in magnitude 
the possibility of adequate State 
supervision, the Congress should 
carefully consider whether further 
legislation can be had. What is 
said above applies with equal force 
to fraternal and benevolent organ- 
izations which contract for life in- 
surance.” 

His recommendations were re- 
ferred to the Committee on the 
Judiciary in the House, 59th Con- 
gress, First Session; and this Com- 
mittee rendered its report as No. 
2491 which was ordered printed on 














1. FUNDS FOR COLLEGE EDUCATION 
2. RETIREMENT INCOME AT 65 
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PEOPLE ARE WAITING TO BE 
SOLD LIFE INSURANCE 











HEALTH BENEFITS—$200 for 50 
months beginning 30 days from date of 
total disability from sickness. Non-can- 
cellable . . Non-Proratable. 


ACCIDENT BENEFITS—$200 for 50 
months from first day of total disability. 
Non-cancellable . . Non-Proratable. 


HOSPITAL BENEFITS— $200 for 3 
months from first day of total disability 


*Collier’s Magazine Survey 









Agents, here are poli- 
cies designed to help 
you fill that demand. 


Policies that the Public 
want and NEED. For 





Never before have we offered so many fea- 
tures and advantages in one juvenile policy 


ASK FOR DETAILS 











either by accident or sickness. Non-can- 
cellable . . Non-Proratable. 


LIFE BENEFITS—Double, Triple Indem- 
nity . , Waiver of Premium. 


























120 West 57th Street, New York 19, N.Y. 
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Concord, New Hampshire 


details write: William 
D. Haller, Vice President 
and Agency Manager. 
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March 23, 1906.2 The report dis- 
closes in rather minute detail the 
points pro and con which were 
mustered by the committee mem- 
bers in their discussions of the 
President’s message. The commit- 
tee members were so impressed 
with their review of the record of 
Supreme Court decisions to the 
effect that insurance was not com- 
merce that they finally concluded, 
and said so in so many words, that 
there was no point in waiting for 
the Supreme Court to take any 
different view of the subject. From 
this summation they then debated 
the ethics of Congress prescribing 
Federal charters for a type of busi- 
ness over which, by reason of the 
Supreme Court’s decisions, it 
seemed doubtful that Congress had 
any proper jurisdiction. This 
brought them to the conclusion that 
irrespective of their opinions or 
predilections in the matter, it 
would be improper for Congress 
to respond affirmatively to the 
recommendations of the President. 
In closing the report the committee 
expressed regret that it must dis- 
appoint the committee of under- 
writers which had come down from 
New York to urge Federal super- 
vision of the insurance business. 


Against this total background and 
the vast amount of additional liter- 
ature available on the subject, it is 
difficult to understand how the in- 
surance business could have brought 
itself to argue for immunity from 
a type of law which society has 
found necessary in coping with big- 
ness and the economic power that 
goes with great size. The public 
perceives the danger of such power 
when it is in the hands of indus- 
trialists, and could cite the record 
of, for example, the old Standard 
Oil Company, replete with about 
everything that was wrong in busi- 
ness conduct and flagrant violation 
of laws of property and of person. 
The public perceives the danger of 
such power when it is in the hands 
of those who control the sources of 
supply of raw materials as, for 
example, the strangulation of the 
natural rubber market by the Brit- 
ish and the Dutch to the great 
detriment of the United States just 
prior to the war. The public is 
opposed to any group of men, 
whose business affairs substantially 
affect the public, becoming too in- 
dependent of the greater rights of 
society; and it has allowed only one 





2Now out of print. 


exception to this, namely, the pro- 
vision in the Clayton Act to the 
effect that the dignity of the human 
individual is a reason for excepting 
labor unions. Even this has, during 
the year 1946, proven to be a mis- 
take. The _ rectification will no 
doubt set in during 1947. Insurance 
men are a part of the public which 
can perceive these things in relation 
to other businesses and to labor 
unions; and insurance men must be 
able to orient themselves to also be 
a part of the public which has the 
same clear perception when looking 
at the insurance business. 


Things have changed since 1906. 
The emphasis has shifted from life 
imsurance to fire insurance. The 
charge has softened from corrup- 
tion to economic domination. The 
basic problem has been only par- 
tially solved—the accountability of 
all big and successful business to a 
dynamically democratic and stub- 
bornly intelligent public. The pub- 
lic will win in the end. The residual 
question will be whether it will have 
scorn or good will for the industry. 
The Standard Oil interests are still 
“living down” mistakes made two 
generations ago; the American 
Telephone & Telegraph Company 
has a host of friends. The leader- 
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Fifty-Third Year of 
Dependable Service 


* The State Life Insurance Com- 
pany has paid $154,000,000 to 
and_ Beneficiaries 
since organization September 5, 
1894 . . . The Company also holds 
over $64,000,000 in Assets for their 
benefit . . . A total of $25,000,000 
is invested in War Bonds and U. S. 
Government Securities . . . The 
State Life offers Agency Op- 
portunities—with up-to-date train- 
ing and service facilities—for those 


THE STATE LIFE 
INSURANCE COMPANY 
Indianapolis, Indiana 
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RESPONSIBILITY 


Today’s career life underwriters are faced with a 
three-fold responsibility. 


1. To bring to as many American homes as pos- 
sible the benefits of adequate life insurance pro- 


2. To cocperate as a part of the institution of 
| life insurance to combat inflationary talk and 


3. To counsel with all war veterans and urge 
that they retain their National Service Life in- 


Upon the execution of this three-fold responsibility 
today depends, to a great extent, the prestige and 
increased usefulness of tomorrow’s career life 


Equitable Life of lowa 
Founded 1867 
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ship of the property insurance busi- 
ness has done some serious stum- 
bling and faltering in choosing its 
road—our road, if you please—but 
it did better in 1946 than the rec- 
ord of several prior years. 

None of this is intended as an 
exaltation of government in busi- 
ness matters. There is ample evi- 
dence that government, upon en- 
gaging in a business, quickly de- 
sires the very privileges it criti- 
cizes business men for wanting. If 
we can brace ourselves to look at 
the unvarnished truth we can prob- 
ably readily agree upon a couple 
of simple propositions. One is that 
business men like the open market, 
profit-and-loss opportunities, of the 
competitive system—preferably with 
as little competition as _ possible. 
The other is that government en- 
gaging in business quickly desires 
a monopoly (example, certain State 
workmen’s compensation funds), 
and a glossy presentation of its 
wares (example, unqualified repre- 
sentation that Series E, U. S. 
Government Bonds yield 2.9%). 


All-Industry Report 


The achievement of an All-In- 
dustry Report of any kind at all 
was a very real accomplishment for 
the insurance business in 1946. If, 
during 1945, there were those who 
were still hoping the implications 
of the S.-E.U.A. decision could be 
avoided, circumvented, or ignored, 
if there were those who still hoped 
it would “all blow over,” certainly 
it cannot be gainsaid that in 1946 
there was a settling down to a 
serious and genuine effort to com- 
ply with the indicated requirements 


of the situation. At year-end the 
insurance business has not refused 
to find proper solutions, it has not 
frittered away the twelvemonth, it 
has indeed worked hard and pro- 
duced highly creditable results. The 
fact that some of the participants 
are now loath to support the report 
is perhaps no more than to be ex- 
pected in so critical a matter, and it 
does not alter the truth that a sub- 
stantial report with substantial sup- 
port has been filed. 

Probably more attention was 
drawn to its possible deficiencies by 
Judge Sawyer than by anyone else. 
In a series of integrated discussions 
delivered in various parts of the 
country he developed certain unique 
appeals unmatched by any other 
speaker in the field. The back- 
ground for his polemics was the 
extraordinary circumstance that no 
insurance company executive and 
no insurance company association 
spokesman had anywhere publicly 
debated the effect of the various 
proposals upon the agency forces. 
It was as though the established 
agency plants of the insurance com- 
panies—that costly vehicle to com- 
pany prosperity which is the envy 
of any new company hoeing the 
hara row of becoming established— 
were of no particular consequence 
in meeting the requirements of the 
federal intervention. Inquiries had 
been made by some _ individual 
agents who were searching for some 
company executives’ or company 
association who might be concerned 
with the general subject of effect 
upon agency plants, but the search 
seemed singularly fruitless. Then it 
was in September that Judge 
Sawyer made the first of his dis- 


courses and, because of his back. 
ground in both company work and 


company association work, both 
mutual and stock, and perhaps be- 
cause of his identification with the 
eastern insurance locale, what was 
more natural than that the agency 
forces throughout the country 
should sit up and pay close atten- 
tion to three great appeals: 


1) That the producing forces, 
both brokers and agents, ought per- 
haps to be taking a more command- 
ing position in the future structure 
of the insurance business; 


2) That to regulate the business 
in further degree than the mini- 
mum requirements of Public Law 
15 might be gratuitously detrimen- 
tal; 

3) That a specific right of private 
contract between agents and their 
companies be insisted upon. 


No company executive, in the ab- 
sence of a voice from his own ranks, 
should have been surprised at Judge 
Sawyer’s having received consider- 
able response from his appeal to 
agents. 

It may be, however, that by year- 
end the sober judgment of agents 
may have formed into these replies 
seriatim to the above three points: 


1) The agents were not at all 
sure that they knew the answers to 
the problems better than did the 
company executives, nor were they 
sure that their cause was wholly 
in common with that of the brokers 
in New York City; 

2) It seemed quite possible it 
might be desirable that the insur- 
ance business have a greater degree 
of stabilization than the bare mini- 
mum requirements of Public Law 














— the production of new life insurance 
reaching an all-time high, the National qual- 
ity Award, with its emphasis on persistency of 
new business, takes on even added significance. 
We commend the underwriters who earn this 
important citation which gives recognition to 


quality accomplishment. 
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This January |, 1947, check your assets. 
have the energy, the confidence in yourself, and a 
deep sympathy with mankind's hopes, aims, prob- 
lems and ambitions, you may be certain of adequate 
financial reward as a life underwriter—your place in 
an honored profession. 


“The Opportunity - - 


for an honored profession—a _ profession 
which will give you the privilege of outstanding 
human service, greater personal earnings and future 


lf you 


As the silent partner of your corporation, The 
Friendly Company will give you the best in service 
to yourself and policyholders. 
You will find it pays to be friendly with 


PEOPLES LIFE INSURANCE COMPANY 


“The Friendly Company” 


Contact the home 
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15 in view of the fact that the ma- 
jority of agents writing the bulk of 
the property insurance of the 
country have, ever since Civil War 
days, voluntarily chosen to align 
themselves with so-called orthodox 
operations at pretty much standard- 
ized rates, even though they were 
in no way prevented from choosing 
the representation of independent 
or free-lance companies and/or rate 
deviations, discounts or refunds; 

3) It seemed likely that to a con- 
siderable extent the Supreme Court 
had already given them individual 
rights of contract and that their 
sound welfare would depend as 
much upon productivity and eco- 
nomic efficiency as upon bargaining. 

Can anyone actually foresee with 
certainty what the ultimate effects 
of each of these and the other 
various proposals would be? It is 
doubtful. The changing of rules 
does not prescribe the subsequent 
competitive practices. Rather, it 
simply delineates the playing field 
and establishes the limitations and 
penalties. Just how the competi- 
tive forces will then employ their 
respective abilities and advantages 
is at this time still open to con- 
jecture. Call this “a confused out- 
look” if you will. 


Public Relations 

Turning from the Atlanta spot- 
light on our relations with govern- 
ment authority let us now look at 
the Atlanta spotlight upon our 
general public relations. The 1946 
wave of hotel fires brought into 
question over and over again the 
use of the term “fireproof” and, in 
the aftermath of the most tragic 
of this series of disasters, namely 
the Hotel Winecoff fire, the National 


Board of Fire Underwriters came 
prominently into the public press 
and in due course issued a formal 
statement. 

The National Board preceded the 
formal release by the statement 
that that it was concerned over the 
reaction of the public to the term 
fireproof as applied to hotels. It 
then went on to say that only the 
newer hotels built under the re- 
quirements of a city building code 


modeled on the building code 
recommended by the National 
Board could correctly advertise 


that they are fireproof; and that 
“fireproof construction” as used by 
the National Board and other fire 
insurance interests indicates a type 
of construction in which the con- 
tents of the building can be com- 
pletely destroyed and yet the 
framework of the building, includ- 
ing the interior, will be capable 
of being rehabilitated and con- 
tinued in use. 


There may be those in the in- 
surance business who feel this was 
a successful explanation to a critical 
public. To the present writer, it 
was no more than an apologia.* 


In the first place the word “fire- 
proof” means just what it says— 
proof against fire. It does not mean 
anything at all about city building 
codes which historically have 
changed from decade to decade just 
as have electrical codes, traffic reg- 
ulations, and a lot of other customs 
of modern life which are relative, 
not absolute, and which will con- 
tinue to change in the future. The 





® Webster: Something said or written in 
defense of what appears to others to be 
wrong, or of, what may be liable to dis- 
approbation. 


public is not interested in being 
told that a hotel was. “fireproof” 
yesterday, or of “fireproof construc- 
tion” yesterday, but that it is not 
so today because today a city coun- 
cil adopted a new building code. 
The only absolute and _ timeless 
measurement of “fireproof”, whether 
it relates to hotels or to anything 
else, is unalterably hitched to the 
question of building materials that 
are proof against fire. There is 
no such material. Non-inflammable 
materials, fire-resistive construction, 
and other such terms are not syno- 
nyms for fireproof. Specifically, 
they are not synonyms for fireproof 
in the public mind—and even if 
someone wants to argue that the 
public is quite wrong and doesn’t 
understand our technical nomen- 
clature, there still remains our 
public relations problem, and who 
is it but the public that is the final 
judge of that? There is an old bit 
of wisdom that if you desire that 
yourself or your product be under- 
stood by the public, and you find 
that it is continually misunder- 
stood, it is intelligent to recognize 
the fact and to charge the method 
of presentation. 

It was nearly 20 years ago that 
this writer first urged in the 
columns of this journal that the 
fire insurance business cease the 
anomalous practice of selling “fire 
insurance” to owners of “fireproof 
buildings”, and during that period 
of time this writer in his own prac- 
tice has sold fire insurance in poli- 
cies which describe the insured 
properties as buildings “of fire-re- 
sistive construction”. We know of 
no reason why the great fire insur- 
ance business, with all of its 
bureaus and committees and boards 
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Not too old—Not too large. 
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and associations cannot, in a period 
of two or three years’ time, make 
this simple amendment in its 
practice. 


Conclusion 

With a view to bearing down 
heavily on this small point, which 
during 1946 brought injury to the 
prestige of the property insurance 
business in the minds of the Ameri- 
can public, we will close this article 
by repeating a quotation we used 
in 1933.4 We had referred to the 
International Fire Prevention Con- 
ference held in London in 1903 and 
attended by 800 technical represen- 
tatives of governments and muni- 
cipalities. The British delegation 
offered the following resolution, 
which was adopted by the Con- 
ference: 

“The executives of the British 
Fire Prevention Committee having 
given their careful consideration to 
the common misuse of the term 
‘fireproof’ now indiscriminately and 
often most unsuitably applied to 
many building materials and sys- 
tems of building construction in 
use in Great Britain, have come to 
the conclusion that the avoidance 
of this term in general business, 





*An Approach to Fire Insurance, pp. 


technical and legislative vocabulary 
is essential. 

“The executives consider the term 
‘fire-resisting’ more applicable for 
general use, and that it more cor- 
rectly describes the varying quali- 
ties of different materials and sys- 
tems of construction intended to 
resist the effect of fire for shorter 
or longer periods, at high or low 
temperatures, as the case may be, 
and they advocate the general adop- 
tion of this term in place of ‘fire- 


proof.’” 
eo. 


REVIEW OF THE YEAR 
(Continued from Page 11) 


every reason to believe that a good 
volume of pension trusts and profit- 
sharing plans will be developed and 
placed. The experiénce of recent 
years should prove helpful in pre- 
paring sound new programs. 
Important conferences in Phila- 
delphia and St. Paul were sponsored 
by the Chamber of Commerce of the 
United States, at which pension 
plans were discussed from many 
angles. The comparative merits of 
the uninsured trusteed plan, group 
annuity, group permanent and the 
individual policy pension plan were 
scrutinized by the experts present. 


The advantages of extending or in. 
tegrating such plans with Social Se- 
curity Act benefits were shown. 

On the credit side of the ledger 
of life insurance operations must be 
placed the high degree of efficiency 
attained by the nation’s life under. 
writers. 

The long and tireless efforts of 
agency executives and the organized 
groups—National Association of 
Life Underwriters and Life Insur- 
ance Agency Management Associa- 
tion—to educate and train the life 
insurance agent have secured for 
him a new and friendlier attitude 
on the part of prospective buyers, 
as well as old clients. 

Giving further force and effect to 
the growing movement, there was 
launched during the past year an 
education and training plan for 
agents through creation of the joint 
committee on education and train- 
ing sponsored by the organizations 
already referred to, the American 
Life Convention and the Life In- 
surance Association of America. 

The steady growth in membership 
of the National Association of Life 
Underwriters, which reached the 
50,000 mark at the year-end, attests 
strongly to its popularity § and 
worthiness. 

Adoption of an _ original and 
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It is said that a successful man is one who 
sees the bright dreams of early youth fulfilled 
If we can apply this defini- 
tion to a business organization, certainly the 
dreams of the founders must be more than F 
fulfilled by an organization which, to about 
half a million people, can say “Back of your 
Independence Stands the Penn Mutual.” 
—John A. Stevenson 


On the threshold of its HUNDREDTH 
= ANNIVERSARY, the Penn Mutual cannot 
= foretell how far the roads to the future, 
both figurative and actual, may lead toward 
= fulfilling men’s desire for freedom from want. 
= In the trusteeship traditions and progress of 
= this century-old organization, however, there 
may be a key to the promise the future will 
—John A. Stevenson 
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PYRAMIDS OF 
PROGRESS 


Forty-seven years of steady prog- 
ress and increasing rank among the 
Nation’s Leading life insurance com- 
panies; 


Financial strength, sound man- 
agement, service to policyholders, 
agency development and field ex- 
pansion; 

Modern protection at guaranteed 
low cost for every eligible member 


of the family from birth to age &4 
years; 


Agents equipped with modern 
policies for every purse and pur- 
pose, with premiums payable weekly, 
monthly, quarterly, semi-annually 
or annually to suit the policyhold- 
ers’ convenience. 


THE HOME LIFE 
INSURANCE COMPANY 
OF AMERICA 


EXECUTIVE OFFICES 
PHILADELPHIA, PA. 


President: DANIEL J. WALSH 
Secretary: BERNARD L. CONNOR 
Treasurer: CHARLES T. CHASE 


SECURITY AND SERVICE SINCE 1899 
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unique interest rate structure on 
policy loans by the Mutual Life In- 
surance Company of New York 
jarred its contemporaries somewhat 
last summer. It was announced that 
effective September 1, 1946, the 
rate on the first $750 of a loan be 
5%; on the second $750, 4%; and on 
any amount in excess of $1500, 3%. 
Several reasons were given for the 
new rates, but foremost was the 
company’s idea of recapturing its 
old policy loan business. 


Institute of Life Insurance 


Public relations, as conducted by 
the Institute of Life Insurance, is 
winning high praise within the busi- 
ness and from many other segments 
of American industry. 


To acquaint the public with the 
facts about life insurance—what the 
business is and how it is done—in a 
simple and straightforward’ way, 
has been the Institute’s major ob- 
jective since its inception. This 
good-will effort has been growing 
steadily and has gone far in win- 
ning for life insurance its present 
public support and acceptance. 

The Institute’s nation-wide em- 
phasis on thrift has been a moti- 
vating force in preventing inflation 


and undoubtedly has accounted for 
some of the billions of new life in- 
surance, as well as the conservation 
of much existing business. The 
worth of its undertaking is incal- 
culable. 


The Coming Era 

The power to control prices and 
wages, while the most inclusive of 
all war measures, was only a part of 
a broader system of emergency 
regimentation, much of which still 
remains on the statute books. 

The formal surrender of our war- 
time enemies meant only that the 
fighting had stopped. The war will 
not be over until either the Presi- 
dent proclaims it at an end or it is 
terminated by Congressional reso- 
lution. A proclamation is looked 
for early in the new year. Some of 
the emergency powers would cease 
at that time, while practically all of 
the remaining ones will end six 
months after the official termina- 
tion. The new Congress may take 
a hand and act to end such powers 
earlier. 

It is heartening to know that the 
time is soon coming when the 
economy of the country will be 
free of all war controls. The Ameri- 


can people have made it abundantly 
clear that they prefer to get along 
with less Government in their daily 
lives. They believe in the four free- 
doms and in a fifth—the freedom of 
opportunity. 

Outlook for Life Insurance 

Life insurance functions best in a 
free system. It has grown to its 
present stature because the people 
have implicit faith in ‘it and wish 
to share in its broad social services. 

For over one hundred years the 
business of life insurance has fully 
performed its trust to the millions 
of policyholders and beneficiaries it 
has served. In that period life in- 
surance as an institution has fur- 
nished ample proof of the efficacy 
of private enterprise to build a 
greater and better America. 

A high level of business activity 
and national income seems assured 
for some period ahead. A few 
isolated business reverses would 
not greatly disturb the otherwise 
favorable conditions that prevail. 
In an expanding productive econ- 
omy the opportunity of life insur- 
ance for public service will be en- 
hanced and the market for life in- 
surance will flourish accordingly. 
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Reaction to Loan 
Interest Reduction 

NEW YORK—Mutual Life’s re- 
duction in policy loan interest rates 
and its adoption of a sliding scale 
based on loan size, which went into 
effect Sept. 1, is apparently pro- 
ducing the desired result of regain- 
ing substantial amounts of this busi- 
ness which had been going to banks 
offering lower interest rates than 
those prevailing among life com- 
panies. 

During the first eight months of 
1946, Mutual’s policy loans were de- 
clining at the rate of $300,000 to 
$500,000 a month and there had been 
an almost uninterrupted shrinkage 
in the policy loan portfolio since 
1933. Since the lower rates were 
made effective on Sept. 1, there has 
been a substantial increase in the 
volume of new loans and in the total 
policy loan portfolio. 

For October the loan portfolio 
has shown an increase for the first 
time in any month since 1938. The 
gain in October was larger than any 
gain since March, 1937. November 
also showed a substantial increase, 
contrasting sharply with the previ- 
ous steady decline, 

However, Mutual’s experience to 
date has been so brief that it feels 
it inadvisable to disclose definite 
figures, as the company wants to be 
sure the recent sharp upturn is a 
permanent trend before assuming 
that this is the case. 

The contrast between Mutual’s 
increase in policy loans and the de- 
clining trend among life companies 
generally showed up very mark 
edly in October. The 36 companies 
reporting their investment figures to 
the Life Insurance Assn. of Amer- 
ica had an aggregate reduction in 
their policy loan portfolios of ap- 
proximately $900,000 for October. 
This appears to indicate that Mu- 
tual’s increase in policy loans is not 
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part of any uptrend in the industry 
but is definitely against the trend. 

In connection with the competi- 
tion with banks for policy loans, it 
is interesting to note that the aver. 
age size of new loans made since 
the reduced rates went into effect 
has just about doubled. This indi- 
cates that the plan has been suc- 
cessful in keeping with the company 
the larger loans that used to go to 
banks and other outside lenders be- 
cause of the previous rate differ- 
ential. Apparently all sections of 
the country are about equally re- 
ceptive to the new plan for under 
the new schedule of rates no great 
differences have been noted in bor- 
rewing among the various sections 
of the country. 

The public’s general reaction to 
the reduction in loan rates has been 
excellent and there has been wide- 
spread approval and favorable press 
reaction, even though nearly all 
other life companies that have 
taken any position are opposed to 
the idea. 


1947 Dividends 

Dividends to _ policyholders 
amounting to $15,650,000 as against 
$14,250,000 for 1946, have been rec- 
ommended for 1947 by President 
L. W. Douglas of Mutual Life. The 
board will act in January. The new 
scale in general is the same as for 
1946 except that certain adjust- 
ments have been made in the 
formula to maintain an equitable 
distribution to the entire policy- 
holder group. The increase in 
aggregate amount is mainly due to 
the greater amount of insurance in 
force. 

ee 


Northwestern Mutual 
New Policy Series 


In the new series of North- 


western Mutual Life contracts, -effec- 
tive Jan. 1, built on 2% interest and 


the CSO table, the cash value con. 
tinues to be determined as the net 
level premium reserve minus a de. 
duction not: extending beyond the 
ninth year. 

For age 40 the deductions are on 
the same scale as in the past. For 
any other age at issue, they are 
(60 plus the age) percent of the 
deductions at age 40. For instance 
at age 30 the deductions are 90% 
of those for age 40. 

Dividends standing to the credit 
of the policy are now a part of the 
cash value and such dividends af- 
fect extended insurance, paid-up in- 
surance, loan values and the paid- 
up and endowment options. 

Options A, B and D are based on 
2% interest. 

Option C is based on the 1937 
standard annuity table with age 
rated back two years and interest 
at 2%%. The installment refund 
feature is new. 

Option E, on the same basis as 
C, is now a part of the policy in- 
stead of a separate agreement. 

The cash values in single pre- 
mium plans commence immediately 
after issue and are equal to the full 
reserve from the start. Option 
settlement of the cash value is 
available as under annual premium 
plans. 

Under retirement income plans, 
the income is made the primary 
benefit, the endowment maturity 
value being optional. The extended 
insurance provision converts into 
the paid-up provision in the later 
durations. This has enabled a form 
of treatment to be worked out in 
the table that avoids the heretofore 
objectionable feature of double 
values. 

Ten, 15 and 20-year term policies 
now have cash and extended insur- 
ance values at many ages and dura- 
tions. 

The corporation forms provide for 
an installment settlement as here- 
tofore but also applicable in the 
new policies to the cash value. 

The waiver of premium agree- 
ment specifically recognizes loss of 
both eyes or loss of use of both 
hands or of both feet or of one 
hand and one foot. 

The family income arrangement 
will be issued in separate ordinary 
life and term policies but consecu- 
tively numbered and delivered to- 
gether in a special envelope. 

The -new manual consists of il- 
lustrative dividends for the new 
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AETNA LIFE 
Dec., 1946, Pg. 6l. 


AMERICAN NATIONAL, TEXAS 
Adopts 3 per cent interest basis. May, 
1946, Pg. 6l. 


ATLANTIC LIFE 
Makes a general increase in premium rates. 
May, 1946, Pg. 61. Adopts a new aviation 
program. Dec., 1946, Pg. 62. 


BANKERS NATIONAL 
New juvenile program outlined. June, 1946. 
Pg. 62. 


BERKSHIRE LIFE 


Continues to use throughout 1946 the dividend 
scale originally adopted April |, 1942. April, 
1946, Pg. 60. Revises annuity rates. March, 
1946, Pg. 


BOSTON MUTUAL 
Continues 1945 dividend scale into 1946. Dec., 


1945, Pg. 44 
BUSINESS MEN'S ASSURANCE 
Aviation premiums reduced; double in- 


demnity limits increased. August, 1946, Pg. 
él. 


CANADA LIFE 


Issues a new Family Income Rider. May, 
1946, Pg. 60. Adopts new dividend basis. 
July, 1946. Pg. 61. 


CENTRAL LIFE, IOWA 


Settlement options changed and rates re- 
vised. Jan., 1946, Pg. 62. 


COLONIAL LIFE 
wat" ang whole life policy, Nov., 1946, 
g. 


COLUMBIAN NATIONAL LIFE 


To write life insurance on groups with a 
minimum of 25 employes. Dec., 1946, Pg. 6l. 


COLUMBUS MUTUAL LIFE 
go dividend scale for 1946. Nov., 1945, 
g. 93. 


COMMONWEALTH LIFE 


Adopts “Executive policy. May, 1946, 
Pg. 60. Industrial policies placed on new 
basis. Dec., 1946, Pg. 62. 


CONFEDERATION LIFE 
gy new dividend scale. March, 1946, 
g. 63. 


CONNECTICUT GENERAL LIFE 


New schedule of rates and limits for avia- 
tion coverage adopted. September, 1946. 
Pg. 93. 


CONNECTICUT MUTUAL LIFE 


Takes action on 1947 dividend scale. Dec., 
1946, Pg. 62. 


CROWN LIFE, TORONTO 


Continues 1945 caus scale into 1946. 
March, 1946, Pg. 62. 


FIDELITY MUTUAL LIFE 


Current dividend scales illustrated, Feb., 
1946, Pg. 62. Issues new aviation rules, 
Nov., 1946, Pg. 6l. 


GENERAL AMERICAN LIFE 


Makes changes in settlement options. May, 
1946, Pg. 60. Accident and health policies 
become participating. July, 1946. Pg. 4l. 


GIRARD LIFE 


Retains 1945 dividend scale for 1946. March, 
1946, Pg. 62. Increases some non-par rates, 
Nov., 1946, Pg. 6l. 


GREAT WEST LIFE 


Adopts a new mortgage term policy. 
August, 1946. Pg. 62. 








To continue 1946 dividend scale into 1947. 








GUARANTEE MUTUAL LIFE 


Now on C. S. O. 22% basis, Nov., 1946, 
Pg. 6l. 


GUARDIAN LIFE 


Announces a juvenile program for lives 
lower than age !0. May, 1946, Pg. 4l. 


GULF LIFE 


Rates and values placed on American Men's 
(ultimate) table of mortality and 3 per cent 
interest. June, 1946, Pg. 62. 


HOME BENEFICIAL LIFE 


Adopts the American Experience Table and 
3% interest. July, 1946. Pg. 60. 


HOME LIFE, N. Y. 


Retains 1945 dividend scale for first quarter 
of 1946, Dec., 1945, Pg. 44. War and aviation 
restrictions generally removed. Sept., 1945, 
g. Sets minimum policy amount of 
$2000" * March, 1946, Pg. 62. 


INDIANAPOLIS LIFE 
i, rates and values changede Feb., 1946, 
g. 62. 


JOHN HANCOCK MUTUAL 


Adopts new group plan. August, 1946. Pg. 
61. New birthday juvenile endowments be- 
ing issued. August, 1946, Pg. 57. Group 
medical expense forms adopted. Septem- 
ber, 1946, Pg. 92. 


LINCOLN LIBERTY 


Removes war restrictions and refunds war 
premiums. March, 1946, Pg. 62 


MANHATTAN LIFE 


Issues new juvenile plan. 
él. 


MANUFACTURERS LIFE 
Announces 1947 dividend plans. 
Pg. 62. 


August, 1946, Pg. 


Dec., 1946, 


MASSACHUSETTS MUTUAL 


Revises dividend scale effective June |, 1946. 
May, 1946, Pg. 60. 


MIDLAND MUTUAL LIFE 
Broadens disability coverage. May, 1946, 
Pg. 60. Reduces dividends payable on 3! 
per cent policies. August, 1946, Pg. 57. 


MUTUAL LIFE OF N. Y. 
Makes revisions in family income rider. March, 
1946, Pg. 60. Continues 1945 dividend scale 
into 1946. May, 1946, Pg. 60. Provisions of 
family income policy changed. July, 1946. 
Pg. 60. Juvenile 10-year endowment policy 
at age 9 adopted. 


MUTUAL BENEFIT LIFE 


Age limits lowered to 5. Dec., 1945, Pg. 47. 
Dividend scale for 1946 set. Feb. 1946, Pg. 
60. Removes last war restrictions. March, 
1946, Pg. 62. To issue 5-year term, Nov., 
1946, Pg. 6l. 


MUTUAL TRUST LIFE 


Continues dividend scale into 1946. April, 
1946, Pg. 60. 


NATIONAL LIFE, VT. 
Retains 1945 dividend scale for 1946. Dec., 
1945, Pg. 47. 


NEW ENGLAND MUTUAL LIFE 


Keeps for 1946 dividend scale adopted in 
1942. Dec., 1945, Pg. 46 


NORTHWESTERN MUTUAL LIFE 
Dividend history shown. Jan., 1946, Pg. 63. 
os , a scale illustrated. March, 1946, 
g. 63. 


INDEX TO CONTRACT INFORMATION 


NORTHWESTERN NATIONAL 


To use same dividend scale for year May 1, 
1946 to April 30, 1947. June, 1946, Pg. 62. 


OCCIDENTAL LIFE, LOS ANGELES 


Adds a new family group hospital indem- 
nity plan. May, 1946, Pg. 61. 


OHIO NATIONAL LIFE 


Planned Economy Policy discussed. Jan., 
1946, Pg. 62. 


PENN MUTUAL LIFE 


Continues 1941 dividend scale into 1946. Jan., 
1946, Pg. 63. 


PHILADELPHIA LIFE 


New family income rider adopted. July, 
1946, Pg. 60. Annual premium retirement 
annuity issued. July, 1946, Pg. 60. New 
series of juvenile policies adopted. July, 
1946, Pg. 60. 


PROVIDENT LIFE AND ACCIDENT 
Acts on War Clause. Feb., 1946, Pg. 63. 


PHOENIX MUTUAL LIFE 


Dividend scale in effect for first half of 1946 
continued for second half. July, 1946, Pg. 
61. Announces the adoption of new policy 
contracts. Dec., 1946, Pg. 6l. 


PROVIDENT MUTUAL, PHILA., PA. 


Continues 1945 dividend scale for 1946. Dec., 
1945, Pg. 47. 


PRUDENTIAL INSURANCE CO. OF 
AMERICA 
Dividend schedule for 1946 described and 
illustrated. March, 1946, Pgs. 60 and 62. 
Lowers group minimum to 25 lives. April, 
1946, Pg. 60. 


RELIANCE LIFE 
Revises dividend scale for 1946. March, 1946, 
Pg. 63. 


SECURITY MUTUAL LIFE, BINGHAMTON, 
N. Y. 
Eases war restrictions. Jan., 1946, Pg. 60. 


STANDARD LIFE, INDIANAPOLIS 


Discontinues acceptance of business written 
on the monthly or quarterly premium basis. 
May, 1946, Pg. 6l. 


STATE MUTUAL LIFE ASSURANCE 
Acts on 1947 dividend scale. Dec., 1946, 
Pg. 62. 


SUN LIFE, MONTREAL, CANADA 
New family income rates adopted. June, 
1946, Pg. 62. 


TRAVELERS INSURANCE COMPANY 


Triple and double protection to age 65 
adopted. June, 1946, Pg. 60. 


UNION MUTUAL LIFE 


Drops war risks restrictions. Oct,, 1946, Pg. 
61. Puts options on 2!,% basis. Oct., 1945, 
Pg. 62. Continues same dividend scale for 
last half of 1946. June, 1946, Pg. 62. 


VOLUNTEER STATE LIFE 
Premium rates revised. Jan., 1946, Pg. 63. 


WESTERN AND SOUTHERN 


Continues for 1946 practice of paying volun- 
tary additions to claims under weekly pre 
mium policies. April, 1946, Pg. 60. 


WISCONSIN NATIONAL 
7 ore program broadened. Jan., 1946, 
g. 60. 


SS EEE 
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series. The dividend rates for CSO 
2% policies are entirely different 
from the rates for American 3% 
policies in the same way as the pre- 


mium rates and guaranteed values: 


also are different. Therefore this 
dividend manual can only be used 
as an illustration for the new series. 

The illustrative dividends for 
CSO 2% policies are based on sub- 
stantially the same factors as the 
1947 scale dividends for American 
3% policies adjusted for the differ- 
ing assumptions as to loading, mor- 
tality and interest. 


New Retirement Annuity 
Issued by Prudential 


Prudential is introducing a new 
retirement annuity, on both male 
and female lives ages 10-60, inclu- 
sive. It will provide an income 
starting at ages 50, 55, 60, 65 or 70, 
but after 10 years from date of is- 
sue the annuitant may elect to re- 
ceive a reduced income at an age 
earlier than that originally selected. 

Minimum amount issued is a half 
unit, or, if premium is payable 
monthly, the minimum premium is 
$100. A unit is equal to a premium 
of $100 annually, $51.50 semi- 
monthly, $26.13 quarterly or $8.72 
monthly. Premium waiver disabil- 
ity benefit is not issued with this 
contract. 

Cash and loan values are pro- 
vided after three months from date 
of issue and there is a paid-up de- 
ferred annuity option. There is no 
conversion clause, but changes to 
life policies will be considered 
whenever practicable, subject to a 
medical. 

Death benefit prior to election of 
income is total premium paid or 
cash value, if greater. The life in- 
come may be on either the no-re- 
fund, 10 years certain or joint and 
survivorship basis. 


Services Personnel 


Prudential has liberalized ratings 
and limits for personnel of the 
army, navy, marine corps and coast 
guard. All such personnel, except 
those in submarine service or ex- 
posed to aviation hazards, will be 
considered at standard rates with 
accidental death’ benefit also at 
standard rates. 

Those in submarine service will 
be considered at special A rates, 
which will be effective until there 
is a permanent transfer to another 
branch of the service, evidenced by 
at least two years’ duty in the new 
branch. Those exposed to aviation 
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hazards will be considered either at 
standard rates with an aviation lim- 
itation clause or, if full coverage 
is desired, with extra premium. 

The amount of income endow- 
ment insurance, including any pre- 
viously issued by Prudential, that 
may be issued to military and naval 
personnel at ages up to 29 is $12,000; 
ages 30-39, $24,000; ages 40 and 
over, $50,000. Maximum face amount 
of family income at ages up to 29 
is $5,000; ages 30-39, $10,000; ages 
40 and over, $50,000. For other 
plans the amount that will be con- 
sidered at ages up to 29 is $10,000; 
ages 30-39, $20,000; ages 40 and 
over, $50,000. 

ee 


Western & Southern’s 
Paid Up at 60 Plan 


Western & Southern Life has is- 
sued an industrial paid up at 60 
policy. The paid up at 75 has been 
withdrawn under age 15. Between 
ages 15-39 both policies will be is- 
sued. 

At age 1 a 5 cent premium buys 
$168 insurance on the paid up at 60 
plan; age 5, $155; age 10, $135; age 
15, $117; age 20, $100; 25, $85; 30, 
$72; 35, $58; and 39, $48. 


Underwriting Liberalized 
by Manhattan Life 


Manhattan Life has adopted a 
new weight table in which the 
standard group now includes those 
up to 50 pounds overweight. Cor- 
responding changes also have been 
made in rated groups. 

The company is planning to lib- 
eralize other phases of underwrit- 
ing. One of the first of these steps 
will be to extend the preferred risk 
policy for sale to business and pro- 
fessional women. Occupational re- 
quirements for a _ preferred risk 
policy will be defined as follows: 

Those considered in a preferred 
occupation are high grade business 
and professional men and women 
including doctors, lawyers, bankers, 
executives, owners and managers of 
high grade _ businesses, _ clerical 
workers and others clearly of the 
same high class who are living and 
working under first-class conditions. 

This will not apply to those doing 
laboring or similar work, nor to 
those who have been in the United 
States only a short time, nor where 
there is a question of poor environ- 
ment or unhealthful or hazardous 
working conditions. The minimum 
policy will remain $3,000. 


Empire State Mutual has increaseq 
rates for its $5,000 whole life speci) 
from 2% to 10%, depending on age 
at issue, and also has increaseg 
premiums for 20 year endowment 
and endowment at age 65. 

The former retirement income a 
65 plan with a maturity value of 
$1,415 has been replaced by one 
which has a maturity value of $1. 
587. Retirement income plans ma. 
turing at ages 55 and 60 have been 
added. Rates are the same for fe. 
males as for males, but instead of 
a monthly life income of $10 per 
$1,000 insurance, monthly income 
for females on the plan maturing 
at 55, is $9; at 60, $8.94; and at 65, 
$8.90. 

7 . . 

Minnesota Mutual Life has ad- 
vised its field force that it prefers 
to issue policies providing full cov- 
erage for aviation hazards rather 
han to restrict liability by use of 
the exclusion rider. However, when 
applicants do not desire full cover- 
age they will be considered with an 


exclusion rider. 
* oS 


Postal Life & Casualty, of Kan- 
sas City recently liberalized its 
juvenile death benefits. Non-medi- 
cal privileges of male applicants 
have been extended and increased. 
A new accident, sickness and hos- 
pitalization policy offering lifetime 
benefits for accidental total and 
permanent disability also was an- 
nounced. 

* * * 

Pacific Mutual Life announced it 
will issue life insurance to carefully 
selected, controlled diabetics. A 
special questionnaire has been pre- 
pared for submission with the “on 
trial” application for such cases and, 
of course, only such cases as are 
contacted by company representa- 
tives in the normal course of busi- 


ness will be considered. 
* aa * 


Occidental Life now will issue as 
many as 15 units of its junior es- 
tate whole life insurance on one 
life. Each unit provides $1,000 of 
insurance from attained age 5 to 
21. At 21 the insurance automati- 


cally increases to $5,000 per unit. 
* * * 


London Life has adjusted the 
dividend scale for ordinary and in- 
dustrial policies resulting in an in- 
crease in dividends for policies on 
the ordinary life, limited payment 
life, long term endowment and term 
plans. This largely restores the 
dividends which prevailed before 
the wartime decrease in 1943. 
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Replevin Action to Recover Policies 


A husband brought a replevin action to recover two 
life insurance policies from his divorced wife. She 
testified that in order to keep the policies in force she 
paid all the premiums out of her own funds. Her 
contention was that she had a lien and a vested interest 
in the policies to the extent of the premiums so paid 
by her. She produced evidence tending to show that 
she had loaned him money and property for his busi- 
ness. By agreement between them the insurance 
policies were obtained. She was to pay the premiums 
from her own funds and the policies were turned over 
to her as security for the loan. 

The court refused to admit this evidence and a 
verdict was awarded to the husband. The appellate 
court ruled that the trial court had erred in excluding 
the evidence offered by the wife. It held that any 
evidence tending to show her right in the policies as 
a pledgee, lienholder, or otherwise supporting her own 
title or right to possession was admissible under the 
general denial, because it would serve to disprove the 
husband’s right of possession. Therefore, the appel- 
late court ruled, it was error to exclude the evidence 
offered by the husband and the judgment was reversed 
and a new trial ordered. (State of Missouri ex rel. 
Booker v. Bland, Missouri Supreme Court, December 
9, 1946.) 


Heat Stroke in a Steam Bath 


“External, violent and accidental cause” is as familiar 
a phrase to life insurance men as “kill the umpire” is 
to ball players. The litigation involving this clause 
has been plentiful yet novel cases still arise. Such a 
one is the recent case of Ruona v. New York Life In- 
surance Co. (U. S. District Court, Western District of 
Michigan, December 12, 1946). The deceased was 
covered by three life policies issued by the defendant 
in which the plaintiff was the named beneficiary. The 
policies provided for payments of double indemnity 
where “the death of the insured resulted directly and 
independently of all other causes from bodily injury 
effected solely through external violent and accidental 
cause.” The policy further provided: “This double in- 
demnity benefit will not apply if the insured’s death 
resulted from physical or mental infirmity; or 
directly or indirectly from illness or disease of any 
kind.” 

The insured was seventy-three years of age and had 
been in the habit of taking steam baths. He fre- 
quented the same bath. On November 6, 1942 he went 
into the private bath room assigned to him. There 
was an upper floor in this room on which was located 
a cement bench for the bather’s use. In front of the 
bench was a hot radiator, and directly above this was 
a water faucet. The usual procedure was for the 
bather to open the faucet, and the water coming down 
on the hot radiator would create steam. The bather 
could control the amount of water and thereby control 
the steam and the resultant temperature of the bath 
room. Two hours after the insured went into the 
bath room the proprietor noticed he had not come out 
and became concerned. When he went into the room 
he found the insured lying on the bench in an un- 
conscious condition. He was removed to a hospital 


where he died the next day. 

The beneficiary furnished proof of death and de- 
manded double indemnity which the company refused. 
Upon the trial, the company stipulated that it was liable 





for single indemnity. It was held that the burden of 
proof was on the beneficiary to prove that the insured’s 
death “resulted directly and independently of all other 
causes from bodily injuries effected solely through ex- 
ternal, violent and accidental causes,” and that his 
death did not result “from physical . . infirmity; or 
directly or independently from illness or disease of any 
kind.” The personal physician of the insured testified 
that he had examined and treated the deceased prior 
to his death and had attended him in the hospital and 
had assisted in the autopsy. He declared that the 
primary cause of the death was heat stroke and that 
the contributory cause was circulatory failure. The 
court, however, found in favor of the company point- 
ing out that “his exposure did not result from any 
fortuitous or accidental event, and it might reasonably 
be compared to the case of one who knowingly ex- 
poses himself to the heat of the sun or to extreme 
cold. The temperature of the bath room was under 
his control until he became unconscious. His uncon- 
sciousness and the resulting heat stroke or prostration 
were, of course, unexpected and unforeseen conse- 
quences of his taking the steam bath, but they were 
not fortuitous events and were not an ‘external, violent 
and accidental’ cause of his death as provided in the 
double-indemnity provisions of the policies.” 


“Soldier's Will’’ 


Generally, a will must be in writing and must be 
attended by certain formalities such as witnesses, etc., 
which vary in the different states. However, most, if 
not all, the states have an exception to this rule. A 
soldier or sailor on the eve of battle may make an 
oral will and it does not need the usual formalities 
required of a regular will. As to whether a soldier 
in such circumstances could effect a change of bene- 
ficiary by a “soldier’s will” we have the case of Phoenix 
Mutual Life Insurance Co. v. Cummings et al. (U. S. 
District Court, Western District of Missouri, August 
5, 1946). 

The insured was a marine who lost his life in the 
attack on Guam Island. He had obtained the policy 
in 1939 and designated his wife as beneficiary therein. 
After he joined the marines, his wife obtained a 
divorce. In May 1944, the insured executed ‘a “soldier’s 
will” by writing a letter on the eye of battle in which 
he named his parents as beneficiaries of the life in- 
surance policy. The parents contend that their son 
demanded surrender of his policy from his wife for 
the purpose of changing the beneficiary but she re- 
fused to surrender it; that since he was prevented 
from formally changing the beneficiary, the wife is 
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estopped from claiming that she is entitled to the pm 
ceeds of the policy. The insurance company paid the 
proceeds into court. The court held that the fail} 
of the wife to deliver the policy to the mother of ¢h 
insured prevented him from changing the beneficig 
as he intended. It further stated that the deceased, 

a member of the armed forces of the United States) 
on the eve of battle, in foreign lands, did all he 
possibly could to effect a change of beneficiary ang’ 
that the company waived strict compliance with the 
provisions contained in the policy respecting the mode 
of effecting a change of beneficiary. The statements” 
contained in the “soldier’s will” concerning his insur. 
ance were competent evidence of his unequivocal in. 
tention to change the beneficiary in the policy. 


Total Disability of Detective 


The plaintiff was covered under a group policy as 
member of the Police Department of Chattanooga. He 
brought this action to recover payments for total dis- 
ability under the terms of the policy. The trial court 
found that the plaintiff was totally disabled and 
awarded him a verdict from which the company ap- 
peals. At the trial the plaintiff testified that he suf- 
fered with a heart ailment; that he was nervous; that 
he had shortness of breath and was weak and that on 
a number of occasions he almost fainted while on 
duty; and at times, while driving his car, he would 
have to grab his heart and slump over. Fellow mem- 
bers of the police force who worked with the plaintiff, 
testified to his inability to perform many of his duties, 
His doctor testified that rest and quiet were demanded 
if he was to survive. The plaintiff also testified that 
he had been demoted to the rank of patrolman at 
the time he filed his claim for total disability, and 
he would not have been able to perform the duties 
necessary to a uniformed patrolman. While a detective 
he had a “buddy” who performed some of his duties 
for him. 

The appellate court held that there was material 
evidence in the record from which the jury might have 
well concluded that the plaintiff was disabled to per- 
form, without hazard to his life, any available work 
for which he was reasonably fitted and from which 
he could have received compensation of substantial 
financial value. It further concluded that his demotion 
prevented him from performing the duties of a patrol- 
man, since, as a detective, he had a “buddy” to assist 
him in the performance of his necessary duties. The 
judgment for the insured was, therefore, affirmed. 
(Prudential Insurance Company of America v. Gang, Hi 
Tennessee Supreme Court, November 30, 1946.) J 











Owned and Published by 
@ CHILTON COMPANY 


Executive Offices 
Chestnut and 56th Streets, Philadelphia 39, Pa., U. S. A. 


(INC.) @ 


Officers and Directors 
Jos. S. Hitpretn, President 
Vice-Presidents 
~ * FAHRENDORF anaes CHASE 
ee CHARLES J. HEALE 
es MOFFETT, Sec. 


FRED V. COLE 
WILLIAM H. VALLAR, Asst. Treas. 


Paut Wooton, Washington Member of the Editorial Board 


THE SPECTATOR—LIFE INSURANCE IN ACTION 
ISSUED MONTHLY — January, 1947 — Vol. 154, No. 7 © 
Publication Office: Chestnut & 56th Streets, Philadelphia 39, Pa 
Tel. Sherwood 1424 
New York Office: 102 Maiden Lane, New York 5, N. Y. 
Tel. Whitehall 3-1263 
Washington Office: National Press Bldg. 
THOMAS L. KANE THOMAS J. V. CULLEN 
President Editor 
W. EUGENE ROESCH 
Field Editor 


LEONARD S. McCOMBS 
Associate Editor 


Y W. BARN 
Vice-President 
THOMAS J. V. CULLEN 
Vice-President 
SIDNEY BUSHLER C. BARKER PETRIE 
Production Manager Associate Editor 
Associate Editors: HARRY FISCHER, JERRY HORAN, PAUL 
REDDY, WILLIAM H. HACKETT, PHILIP A. McDONNELL; Wash- 
ington Representatives: L. w. a” EUGENE HARDY, 








66—THE SPECTATOR, January, 1947 





